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ONE 
DIRECTION 


Though more voices 
mean more differences, G20 nations 
worked to decide the world’s economic 

future in a way benefiting them all 
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Ultimate Mission 


By ZHOU JIANXIONG 


The semi-annual G20 summit meeting, attended by heads of state 
and government of 20 developed and developing nations, ended in 
Seoul November 12, with an official declaration pledging, among 
other things, to “support and stabilize the global economy” and “lay 
the foundation for reform’ in order to avert future world economic 
upheavals. 

‘The G20—or Group of 20—was born out of the G7, an informal 
forum set up by the world’s seven leading industrial powers in the 
mid-1970s. With the breakout of the financial storm that swept the 
World in 2008, it became an important mechanism for coordinating 
the financial response to the economic crisis, Time has proved the 
G20 to be much more effective than its predecessor, since it comprises 
representatives of the developing world and emerging economies. By 
having a relatively inclusive membership, the G20 enables the world 
to formulate strategies to combat financial problems and look for more 
balanced ways to develop the world economy. 

‘The positions of member countries at the recent summit showed 
that many nations are more concerned with their own economic 
recovery now that the worst of the global economic crisis is appar- 
ently over. Some nations—due to their different roles in the world 
division of labor, varying development stages and differing economic 
models—were naturally at odds with one another. Needless to say, the 
United States” plan to buy back $600 billion in Treasury bills led to a 
major controversy. This unilateral move is widely expected to further 
devalue the dollar, the world’s major reserve currency, increase infla- 
tionary pressure and threaten the global recovery. 

‘The differences and controversies at the Seoul summit show, 
however, that the G20—far from being ineffective—is more impor- 
tant than ever to world economic stability and equity. Through the 
G20, developing and developed countries may try to iron out their 
differences, address the common concems of the majority of nations, 
share responsibilities and hardships, and find solutions to the lingering 
economic crisis. 

To help achieve these goals, China also offered its own recipe 
for overhauling the world economy. It advocated freer trade, stricter 
financial controls and narrowing the wealth gap among nations. These 
proposals largely reflect the interests of the developing world. They 
are also the basis for a new economic order appropriate to the world’s 
changing economic and political environment. This could well be the 
ultimate mission of the G20, Just as the world outgrew the G7, the 
economic order of the latter half of the 20th century can no longer 
support the economic and social requirements of the world today. 
Replacing the old order with a new one is therefore in the interest of 
the world community. It will not only help global economies recover 
from the current crisis but will help them embark on a new path of 
sustained and shared growth 
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Scientist Laureate 

Vivian Wing-Wah Yam, a professor at the 
Chemistry Department of the University of Hong 
Kong, was recently announced among the five 
laureates of the 2011 L’Oreal-UNESCO Women 
Scientist Awards, for her contributions in light- 
emitting materials and innovative ways of capturing 
solar energy. 

Yam, 47, obtained her Ph.D at the University 
of Hong Kong and became professor there in 1997 
and chair professor in 1999. She was head of the university’s Chemistry 
Department from 2000 to 2005, and became the Philip Wong Wilson 
Wong Professor in Chemistry and Energy in 2009. 

Yam was elected an academician of the Chinese Academy of 
Sciences at 38, the youngest member of the top Chinese research in- 
stitution at that time, In 2006, she became a fellow of the Academy of 
Sciences for the Developing World, and has also been awarded a Royal 
Society of Chemistry (UK) centenary lectureship and medal. 

Initiated 13 years ago, the L’Oreal-UNESCO Awards each year 
honor five outstanding women scientists—one per continent—for their 
research contributions, the strength of their commitments and their impact 
on society, Yam is the laureate for the Asia-Pacific region. 


Grassroots Inventor 

Lesser-known inventor Song Youzhou’s crea- 
ture —the Straddling Bus—has been listed in the SO 
Best Inventions of 2010 by Time magazine. 

With more than 50 invention patents, 52-year- 
old Song is now board chairman of the Shenzhen 
Huashi Future Parking Equipment Co., which he 
founded with several partners last year, 

The straddling bus is inspired by rush-hour 
grid-locked traffic in major Chinese cities and may 
reduce road traffic by 20 to 30 percent, said Song. 

‘Song's designed bus runs along special tracks 4.5 meters above a road 
surface so ordinary cars can pass undemeath it. It can carry up to 1,400 
passengers and travel as fast as 60 km to 80 km an hour. 

‘Though having no more than six years of schooling, keen observation 
provided the tools for Song to invent many objects to meet people's daily 
need. Besides the straddling bus, he is also very proud of his confetti fire- 
work. The firework has been widely used in China for various big events. 


Highest-Paid Writer 

Yang Hongying tops the newly released 2010 
Chinese Writer’s Rich List with an annual royalty 
income of 25 million yuan ($3.68 million). With 
more than 40 million copies of her books sold in the 
past 10 years, Yang, 48, is one of the most popular 
children’s writers in China. 

Yang has worked as a primary school teacher, 
children’s book editor, mentor of a children’s news- 
paper and executive editor of a children’s magazine. 
She began her writing career at 19 when her students suggested she 
should write books since she had the talent. 

Since its first book was released in mid-2003, Yang's best-selling 
Naughty Boy Ma Xiaotiao series, which tells stories of primary school 
nt Ma Xiaotiao and his friends and family, has sold more than 16 
million copies. New York-based HarperCollins Publishers bought the 
rights to publish the series in foreign languages in overseas markets in 
August 2007, after the French version of the series became available in 
France a year earlier. 
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“The world economy is growing slowly 
and the structure of global demand is 
changing, which puts new pressure on 
China in its efforts to stabilize and expand 
exports and maintain a stable and 


relatively rapid economic growth.” 

Li Keqiang, Chinese Vice Premier, on challenges to China 
in its next development phase in a comment published on 
November 14 


“China has had capital controls on 
short-term flows that have worked, not 
perfectly, but have worked to stabilize 
these short-term flows. But at the same 
time, it’s been very open to long-term 
investments.” 


Nobel Prize-winning economist Joseph Stiglitz, at a press 
conference in Hong Kong on November 11, He said 
‘emerging economies would need capital controls to manage 
flows of “hot money” and ensure economic stability in the 
wake of the United States’ ultra-easy monetary policy 


“It’s like running a marathon, and finding 
out during the race that they have added 
more kilometers to the course.” 

Greek Prime Minister George Papandreou, saying in an in- 
terview with Proto Thema newspaper the country could seek 
aan extension for repaying its rescue loans, and conceding 
the deficit revision would add pressure on his government 
to cut costs 


“First of all you have to ask: Do we need to 
defeat it [Islamist militancy] in the sense of 
aclear cut victory? I would argue that it is 
unnecessary and would never 


be achieved.” 
General David Richards, the head of the British armed 
forces, in an interview with The Sunday Telegraph 


“Looking back to the sovereignty conflicts 
in this region, bilateral approaches have 
proven more effective than multilateral 
approaches. So regarding the South 
China Sea issue, we should stick to 

the China-ASEAN framework and 

the China-Individual Claimant States 


Framework.” 

Chheang Vannarith, Executive Director of the Cambodian 
Institute for Cooperation and Peace, proposing solutions: 
to the South China Sea disputes in an interview with 
Xinhua News Agency 
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OPINION 
Much-anticipated Law 


It has been almost 10 months since the 
publicizing of a new draft regulation to solicit 
public opinion on the dismantling of urban 
houses. The old regulation, which authorizes 
forced demolitions if homeowners fail to 
move out within the time required by the 
government, has been criticized as now being 
irrelevant in the wake of several cases of ho- 
meowners committing suicide. Five scholars, 
who wrote a letter to the National People’s 
Congress, China's top legislature, demand- 
ing revision to the old regulation a year ago, 
voiced their dissatisfaction with the Slow leg- 
islative process at a seminar on November 13 

While many people eagerly wait for 
new regulation, forced demolitions with 
casualties are increasing in number. The 
impasse on the formulation of the new regu- 
lation has encouraged local governments’ 
use of enforced demolition and fueled public 
outrage 

I's understood good laws take time and 
complicated procedures. But, when the public 
interest is always violated, it takes political will 
and cou rd arduous reform. 

Huashang Daily 


re to move for 


Regular Bonuses 
Recently, Zhou Wangjun, an official 
with the National Development and Reform 
Commission, China’s top economic planner, 
suggested, given the fast-rising prices of daily 
necessities, the government should consider 
offering allowances to low-income earners, 
his official's suggestion would be a wise 
policy for the low-income camers if it was put 
into practice. But, the allowances, no matter 
their amount, would only enable low-income 
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eamers to afford badly needed necessities for 
a short period. The government should think 
about formulating a regular mechanism to 
solve their difficulties in the long run. 

In terms of government allowances, 
China could leam from Singapore, which has 
a Growth Dividends program. The program 
uses part of the government's surplus to 
reward all adult citizens with cash annually. 
More importantly, the country does have 
the financial capacity to initiate a similar 
program since a large number of state-owned 
monopoly enterprises reap enormous profits 
every year, 


Yangzi Evening News 


Preventive Monitoring 

Following a wave of media reports on 
the widespread practice in the food process- 
ing industry of using partly hydrogenated 
vegetable oils to replace natural animal fat, 
the Ministry of Health said on November 9 
that it has been working to evaluate the health 
risks of trans fat contained in the oils and may 
amend national standards for food preparé 
tion. The use of trans fat will be banned in 
infants’ food, said ministry sources. 

‘This is a timely response to public food 
safety concerns, but before a new national 
standard comes out, customers will be at a 
loss about which foodstuffs they should trust. 

‘The controversy over partly hydrogenat- 
ed vegetable oils again indicates food safety 
regulation should not be only in response 
to health emergencies. Instead, it should be 
itutionalized to prevent such emergencies, 
In this area, Hong Kong is a good exam- 
ple. The region's regulatory system consists 
of comprehensive and professional risk 
valuation, timely release of information and 
regular and strict inspections. 
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‘The Ministry of Health recently issued 
regulation on the national food safety stan- 
dards. It has one article saying any citizen, 
legal person or organization could propos 
the formulation of a new national food safety 
standard. It would be a good start if this policy 
could be well implemented 


People’s Daily 


Price Intervention 

According to a recent report in Securities 
Times, several central government agencies 
are drafting a new regulation, giving provin- 
cial price regulatory departments the power to 
impose caps on housing prices in the event of 
dramatic price hikes after obtaining permis. 
sion from their provincial governments. 

It is understandable if the government 
tries to control prices of public housing proj- 
ects, which has enjoyed land use and taxation 
incentives. But other housing properties are 
ordinary commodities, whose prices should 
be determined by supply and demand 

Considering the soaring housing prices in 
many cities since last year, the government's 
direct intervention does comply with stipula- 
tions in the Price Law. However, this should 
be the government's last resort in a market 
economy. Central and local governments 
have already introduced many measures to 
rein in housing prices in recent years, such 
as limiting the number of new homes each 
household is allowed to buy, tightening pay 
ment requirements, increasing mortgage 
interest rates and cracking down on develop- 
ers who hoard land. Now we need to evaluate 
the effectiveness of these policies. If soaring 
prices have been curbed or there are alterna- 
tive tools to control prices, then direct price 
intervention will be unnecessary. 

Yangcheng FE) 
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AID TO NEEDY: 
Low-income 
earners register 
for free daily 
necessities 
offered by the 
local government 
at a community 
service center in 
Yinchuan, Ningxia 
Hui Autonomous 
Region on 
November 15 
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Pride in the Sky 

J-10 jet fighters from China’s Bayi Aerobatic Team take off to perform 
at the opening of the eighth China International Aviation and Aerospace 
Exhibition (Airshow China) in Zhuhai, south China’s Guangdong Province, 
on November 16. 

The biennial event, first held in 1996, is the largest air show in the coun- 
try. Around 600 civil and military manufacturers, suppliers and designers 
participated in this year’s show featuring about 70 commercial and military 
aircraft from 35 countries and regions. 

China unveiled the prototype of its first large passenger jet, the C-919, 
at the show. A full-size model of Tiangong-1, China’s first unmanned space 
module, was also on display. 
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SOCIETY 
Curbing Kickbacks 


China’s Ministry of Health will intensify 
its crackdown on bribery in hospitals, ac- 
cording to a report in the People’s Daily on 
November 17. 

Bribery in hospitals has increased in 
some areas of China, seriously undermin- 
ing people’s interests and the image of 
medical professionals, according to the 
report 

The ministry will work to stop doc- 
tors from receiving kickbacks from 
pharmaceutical companies while strictly 
prohibiting hospital staff from illegally 
collecting information about prescriptions 
for commercial purposes, the report quot- 
ing an unnamed official said 

Some pharmaceutical companies pay 
kickbacks and bribes to doctors and hospital 
staff to boost the sales of their drugs. 

Some medical equipment-makers have 
also been involved in similar schemes. 

‘Those found to have accepted bribes will 
be punished according to the relevant laws 
and rules, the official said. 


Best Supercomputer 

A Chinese supercomputer was ranked as 
the world’s fastest machine in the TOPSOO 
list officially issued by U.S. and European 
researchers on November 16, highlighting 
China's rapid progress in the field. 

The Tianhe-1A system at the National 
Supercomputer Center in Tianjin, is capable 
of sustaining computation at 2.57 petaflop 
per second, which equates to a mind-numb- 
ing 2.57 quadrillions of calculations per 
second. 

As a result, the former number one sys- 
tem, the U.S. Department of Energy's Jaguar 
in Oak Ridge, Tennessee, which achieved 
1.75 petaflop per second, is now ranked in 
second place, according to the 36th edition 
of the TOPSO00 list. 
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Freer Flight 

China will open part of its low-altitude 
airspace for aviation in an orderly manner to 
promote the country’s general aviation sec- 
tor, including for private planes, a report in 
November 15's People's Liberation Army 
Daily said. 

According to a circular jointly issued by 
the State Council and the Central Military 
Commission, the country’s low-altitude 
airspace will be divided into three sections: 
areas under control, areas under surveillance 
and areas where aircraft can fly freely after 
reporting their flight plan in advance. 

Previous regulations put low-altitude 
airspace throughout China under control, 
which meant private planes had to apply for 
permission in advance for every flight and 
then wait for approval, which often took a 
long time 

According to the circular, the open air- 
space reform will be trialed in some areas by 
2011 

They will then be expanded to other 
parts of the country 


| Yinchuan City, 
Ningxia Hui 
Autonomous 
Region, buy 
a traditional 
snack for the 
celebration of 
Corban Festival 
on November 
17, one of the 
most important 
Islamic 
festivals 
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Recognized Heritage 

Peking Opera and acupuncture are 
among the traditional celebrations, healing 
techniques and culinary arts newly added to 
the UN Representative List of the Intangible 
Cultural Heritage of Humanity, according to 
the Paris-based UNESCO. 

Afier an committee finished examination 
of 47 nominations, the list was expanded to 
213 traditional elements, 

Armenian cross-stone art, Colombian 
Marimba music and French gastronomic 
meal are also among the members newly 
recognized by the UNESCO committee. 

As for the List of Intangible Cultural 
Heritage in Need of Urgent Safeguarding, 
the reviewing meeting in Nairobi, the capital 
of Kenya, also added four new eleme 
bringing the total number to 16. 

The protection-in-need list enrolled 
three intangible cultural styles in China 
They are Meshrep, a performance art prac- 
ticed by Uygur people in Xinjiang Uygur 
Autonomous Region, the watertight-bulk- 
head technology of Chinese junks, as well as 
printing with wooden movable type. 


COMPREHENSIVE 
PATROL 

China’s first fish- 
ery patrol vessel 
equipped with 
helicopters begins 
its maiden voyage 
from the southern 
city of Guangzhou 
to patrol in the 
East China Sea 
on November 16 


NATURAL AND 
RECYCLABLE 
Avisitor looks 
ata sofa made 
of bamboo 
sticks at an 
exhibition of 
creative ideas 
and designs 

in Beijing on 
November 13 


Itps/nwsdjreview.com 


ECONOMY 
Price Controls 


‘The State Council announced price con- 
trol guidelines to curb surging prices across 
the country, 

Efforts will be made to ensure market 
supplies, improve subsidy systems, make 
price controls more targeted and strengthen 
market supervision, said a statement 
released on November 17 after a State 
Council executive meeting presided over 
by Premier Wen Jiabao. 

The government will further sup- 
port agricultural production and put state 
reserves of grains, edible oils and sugar 
on the market when necessary in order to 
guarantee supplies. 

‘They will also continue to reduce pric- 
es of power, gas and rail transportation for 


COMPLETING A QUICK LINK 


The rails of the 1,318-km Beijing-Shanghai High-Speed Railway have 
been completely laid out as of November 15, 2010. After completion, it 
will only take four to five hours to travel from Beijing to Shanghai 


chemical fertilizer producers, and increase 
production of oil, especially diesel oil, to 
guarantee a sufficient supply 

The government will also offer tem- 
porary price subsidies for the needy, and 
increase allowances for needy students and 
student canteens. 


Iron Ore Output 

China’s iron ore output was expected to 
exceed 1.3 billion tons within three to five 
years, said Zhou Zhongshu, President of 
China Minmetals Corp. at the China Mining 
Conference and Exhibition held November 
16-18 in Tianjin Municipality. 

Domestic iron ore supplies have been 
rising for the last two years. In the past 12 
November 17 that it would issue the coun- years, China had discovered more than 900 
try’s third-ever 50-year national treasury New reserves, including 152 large and super- 
bonds with a yield of 4.4 percent. large reserves, according to the minis 

With a total face value of 28 billion During the first nine months of 2010, 
yuan ($4.22 billion), the bonds were on China's iron ore output increased 26 percent 
sale for five days from November 18 and year on year to 780 million tons. But iron ore 
became tradable on November 24, ac- imports dropped 2.5 percent to 460 million 
cording to a statement on the ministry's tons during the same period, compared with 
website. a jump of 41.6 percent in 2009 

China first introduced the 50. i 
treasury bonds on the interbank market in Aircraft Sale 
November 2009 with a 4.3-percent coupon On November 17, China’s AVIC 
rate International Holding Corp. signed a deal 

‘The country issued the second round of — with aircraft manufacturer Commercial 
50-year T-bonds on May 21 this year ata Aircraft Corp. of China (COMAC) to sell 
coupon rate of 4.03 percent, 100 ARJ21-700 aircraft in overseas markets. 


Treasury Bonds 


‘The Ministry of Finance announced on 


year 


a 

= DISASTROUS 
BLAZE 
Afire occurred 
at a 28-storey 
building i 
‘Shanghai on 
November 
15, leaving 53 
people dead 
and more than 
70 injured. An 
initial inves- 
tigation has 
blamed the 
disaster on 
unlicensed 
welders 
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They will work together to sell Chi 
independently developed regional jet in the 
international market, according to the agree- 
ment signed at Airshow China 2010 held in 
Zhuhai, Guangdong Province 

The ARJ21-700 jets have completed 
more than 900 hours of tests during more 
than 400 trial flights since the first trial in 
November 2008, according to COMAC offi- 
cials. The first ARJ21-700 plane is expected 
to be delivered to customers in 2011. 


Brand Investment 

Beijing Automotive Group Co. Ltd 
plans to invest 10 billion yuan ($1.5 billion) 
‘over the next three years to develop its own 
car brand named after the city. 

‘The independent Beijing brand will have 
nine lines of automobiles, including three 
SUV lines 

The company has dedicated most of its 
sources to commercial vehicles, mostly 
buses. It produces 700,000 commercial 
hicles annually, making it one of the large 
commercial vehicle makers in the world. 


IE GREETING 

e NEW LIFE 
Medical person- 

> nel from both 
Bangladesh and 
China take part 
in a caesarean 
operation on 
the Chinese 
Navy hospital 
ship Peace Ark 
in Chittagong, 
Bangladesh, on 
November 12. 
A local woman 
with congenital 
heart disease 
safely gave birth 
to her daughter 
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WEEKLY WATCH 


French President Nicolas Sarkozy 
poses with members of the new cabinet 
on November 17 at the Elysee Palace 

in Paris after the first meeting of 

the reshuffled government 
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Russian Prime Minister Vladimir Putin 

holds a Bulgarian shepherd dog he 

received from his Bulgarian counterpart 
Boyko Borisov after a joint press conference 
in Sofia on November 13 


3. SAUDI ARABIA 
Muslims from around the world 
make the pilgrimage to Mount 
Arafat, near the holy city of 
Mecca, on November 15 


hnepe/eww review com 


4. HAITI 
Locals walk past a pharmacy near 

the General Hospital, where people 
infected with cholera are being treated in 
Port-au-Prince on November 16. Haiti’s 
cholera death toll has passed 1,000 


Police patrol a suburb of Conakry 

on November 17 amid violent protests 
following the Guinean presidential 
election 
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ME WORLD 


EMERGING 
ECONOMIC 
VOICES 


China calls for equal, 
balanced and sustainable development 
at the G20 and APEC summits 


By DING YING 


bigger economic output means a 
larger voice for emerging econo- 
mies and developing countries on 
the world stage. This proved true 

at both the recent G20 Summit and the Asia- 

Pacific Economie Cooperation (APEC) 

Economic Leaders’ Meeting. The growing 

influence of developing countries and their 

emerging economies should make global 
imteractions more multilateral. 

Chinese President Hu Jintao, attending 
20 Summit and the APEC Economie 
* Meeting from November 11-14, 
spelled out China's stance on future world 
economic development and regional coop- 
eration, His remarks represented a common 
stuunce by emerging economies and develop- 
ing countries. 

Analysts said developed countries’ decreas- 
ing economic power marks a power shift toward 
emerging economies. China, as a big develop- 
ing country with an emerging economy, should 
take responsibility and urge other countries to 
help create a better trade and financial system for 
sustainable world development. 


Shifting power 

Participants at this year's G20 Summit 
reached an important consensus that reflected 
the intemational influence of emerging econ- 
omies and developing countries. 

Established in 1999 to, in part, avoid an- 
other Asian financial storm, the G20 is made 
up of members of the Group of Eight (G8), 
the EU and | emerging economies—China, 
Argentina, Australia, Brazil, India, Indonesia, 
Mexico, Saudi Arabia, South Africa, the 
Republic of Korea and Turkey. 
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Although it was only the fifth G20 
‘Summit, the most recent event in the Republic 
of Korea was the first held in a country with 
an emerging economy; this clearly shows the 
rising importance of emerging economies 

Speaking on the future mission of the 
G20 at the summit, Hu said the world com- 
munity should improve the “framework for 
strong, sustainable and balanced growth,” 
champion open trade and promote coordi- 
nated development. In addition, it should 
reform the financial system while narrowing 
the development gap. 

During the Seoul summit, the leaders 
agreed to strengthen the role of the G20 in 
order to deal with new risks and challenges in 
the international financial sector while jointly 
boosting the growth of the global economy 
‘They agreed to further promote the reform of 
international financial institutions, and con- 
firmed the 6-percent shift of the International 
Monetary Fund (IMF) quota shares to emerg- 
ing economies. 

For the first time, the issue of develop- 
ment was considered a major topic, and the 
summit endorsed the Multi-year Action Plan 
on Development over the medium term. The 
members also pledged continuous efforts 
to intensify financial regulation and combat 
trade protectionism. 

The declaration showed a common 
understanding of economic development. It 
requires developed economies remain alert 
to the effects of exchange rates and to retain 
exchange rate flexibility, to avoid the com- 
petitive depreciation of currencies and to craft 
a financial safety network. 

‘The Seoul declaration and related agree- 
ments were the result of argument and 


compromise, said Professor Jin Canrong from 
Renmin University of China. He said the 
declaration transcended differences not only 
between developed and developing econo: 
mies, but also among developing economies 
themselves. Currently, emerging economic: 
like China and Brazil, are worried about eco- 
nomic overheating and want to take measure 
to contain excess liquidity, However, deve 
oped economies like the United States, the EU 
and Japan prefer further economic stimulus 
due to their slow economic recoveries. 

Prior to the summit, the U.S. Federal 
Reserve's announcement that it would pur- 
chase an additional $600 billion in Treasury 
bonds over the next seven months drew ire 
from around the world, During the summit 
even Germany—a developed economy — 
condemned the United States for irresponsibly 
manipulating its currency and transferring its 
domestic economic pressure to other countries, 

“The G20 Summit showed a compro- 
mise, especially on the exchange rate issue, 
said Jin. G20 members agreed to allow the 
market to determine exchange rates rather 
than continuing to force certain currencies to 
appreciate, which was acceptable to neither 
developed economies nor emerging econo- 
mies. Developed economies cannot stop the 
tendency of emerging economies driving 
world economic development, so they must 
agree to transfer some economic power to 
emerging economies, Jin said, 

‘The Seoul summit marked a shift for the 
G20 away from emergency response and 
toward long-term economic governance. The 
G20 played a significant coordinating role dur- 
ing the intemational financial crisis, and it will 
play an even greater role afier the crisis. In fact, 


Intps/wwwijeesiew conn 


ASIA-PACIFIC REUNION: Regional leaders pose at the 18th APEC Economic Leaders’ Meeting in Yokohama, Japan, on November 


moving forward, the G20 will play a more im- 
portant role in world economic development 
than the G8, said Mei Xinyu, a researcher with 
the Chinese Academy of International Trade 
\d Economie Cooperation 

He explained the global financial crisis 
took a heavy toll on developed economies, 
and the influence of emerging economies 
‘gan to rise in its wake. “The power of making 
macroeconomic adjustments has transferred 
from the G8 to the G20, which consists of 
both developed and emerging 
Mei said. “And economic decision-ma 
rights are also transferring from developed to 
emerging economies.” 

Mei said the IMF should transfer further 
shares to emerging economies to meet the 
tendency of world economic development, 
thus pushing forward reforms in international 
monetary and economic systems. “Emerging 
economies shouldn't give up the right to 
sstablish a new international economic sys- 
tem,” he saidl 

“The agreements at the G20 Summit 
came about after an economic and diplomatic 
power struggle,” Shen Shishun, a senior ex- 
pert on Asia studies and President of 
the Institute of International Economy at the 
Haikou College of Economics, said to Beijing 
Review. He said the rising power of emerging 
economies will push us toward a more multi- 
lateral world. 

“The involvement of emerging econo- 
mies can better contain the unilateral and 
irresponsible actions of some developed 
economies,” he added, 


Eyeing free trade 
Focusing on this year’s theme of “change 
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and action” in Yokohama, Japan, APEC 
leaders discussed regional growth strategi 
economic integration, security, the Bogor 
Goals, the Doha Round of WTO talks and 
APEC’s future development 

In a speech at the APEC meeting, 
President Hu called on member economies 
to promote balanced, inclusive, sustainable, 
innovative and secure growth. The Chinese 
leader noted this year marks the deadline for 
industrialized APEC economies to achieve 
the Bogor Goals, a commitment announced at 
the 1994 APEC Summit in Bogor, Indonesia. 

Under the commitment, APEC members 
agreed to realize free and open trade and in- 
vestment for developed members by 2010, and 
for developing members by 2020. The Chine: 
president called on APEC members to con- 
tinue the promotion of trade and investment 
liberalization and facilitation and the accelera- 
tion of regional economic integration. 

Hu’s remarks were reflected in the decla- 
ration titled “The Yokohama Vision—Bogor 
and Beyond,” which said APEC member 
economies “will implement the growth strat- 
egy out to 2015, focusing on the five desired 
attributes of balanced, inclusive, sustainable, 
innovative, and secure growth.” APEC mem- 
bers cannot continue with “growth as usual” 
and “the quality of growth” needs to be im- 
proved, said the declaration. 

The leaders also mapped out an action 
plan for the strategy, which encompasses 
critical elements such as structural reform, 
human resources and entrepreneurship de- 
velopment, green growth, knowledge-based 
economy and human security. 

APEC leaders pledged to “take concrete 
steps” toward realization of a Free Trade Area 


of the Asia-Pacific (FTAAP), An FTAAP 
should be pursued as a comprehensive free 
trade agreement by building on ongoing 
regional undertakings, such as ASEAN 
Plus Three (China, Japan and South Korea), 
ASEAN Plus Six (China, Japan, South 
Korea, India, Australia and New Zealand), 
and the Trans-Pacific Partnership, the decla- 
ration said. 

“A developing country’s development is 
doomed to be unsustainable if it relies only 
‘on processing primary products,” said Mei, 
stressing changing the mode of economic 
growth is urgent for emerging economi 

“Changing the mode of economic growth 
is a worldwide trend,” said Shen, adding that 
all APEC members should establish new 
development concepts and seck sustainable 
development. 

Strengthening regional cooperation, in- 
cluding technological exchanges, would help 
to reach such a goal, said Shen. He pointed 
out that developed regional economies, such 
as Japan, are more experienced in developing 
clean energy, and other members can benefit 
from technological excha 


further efforts toward realizing the Bogor 
Goals, he said. Developed countries finally 
ized that helping developing countri 
benefits everyone, and they are trying to 
establish good relations with developing 
countri 

“Developed economies are now hitchhik- 
ing on emerging economies’ and developing 
countries’ economic development,” Shen 
said, adding that the creation of the FTAAP 
could drag developed economies out of their 
slow economic recovery. 
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The G20’s 
Commitment 


The top developed and emerging 
countries vowed coordinated efforts to 
revitalize the global economy 


By HU YUE 
$ they join hands on the macroeco- 
nomic front, the G20 countries are 
trying to brush away the clouds 
hanging over the global economy 

“Some of us are experiencing strong 
growth, while others face high levels of un- 
employment and sluggish recoveries. Uneven 
growth and widening imbalances are fueling 
the temptation to diverge from global solutions 
into uncoordinated actions. However, uncoor- 
dinated policy actions will only lead to worse 
outcomes for all," the G20 stated in a joint 
communiqué on November 12 closing the 
two-day Seoul summit held in South Korea. 

This was the fifth gathering of the G20 
leaders since they first met in Washington, 
D.C. in November 2008 when the financial 
Crisis was just starting to sweep the globe 

‘The G20 was established in 1999 to bring 
together strategically important industrialized 
and developing economies to discuss key 
issues in the global economy. Together, the 
G20 members represent around two thirds of 
the world’s population, 90 percent of global 
GDP and 80 percent of world trade. 

“We recognize the importance of ad- 
dressing the concems of the most vulnerable. 
‘To this end, we are determined to put jobs at 
the heart of the recovery, to provide social 
protection, decent work and also to ensure 
accelerated growth in low income countries,” 
said the communiqué, 


to move toward more market-determined 
exchange rate systems, enhance exchange 
rate flexibility to reflect underlying economic 
fundamentals, and refrain from competitive 
devaluation of currencies. 

Obviously, the U.S. position has been un- 
dermined by its own recent quantitative easing 
policy that threatens to weaken the greenbac 
and trigger a flood of speculative capital 
into the emerging markets, Xiang Songzuo, 
Deputy Director of the International Monetary 
Institute at the Renmin University of China, 
told Xinhua News Agency 
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Emerging economies fret they will be left 
vulnerable to a crash if the speculators later 
pulled out their money abruptly, he said 

A major irritant in the run-up to the 
summit was Washington's proposal to set 
numerical targets for current account deficits 
and surpluses in a bid to address global eco- 
nomic imbalances. U.S. Treasury Secretary 
Timothy Geithner even suggested that coun- 
tries should implement policies to reduce 
their current account imbalances below a 
specified share of national output. 

Instead, the G20 leaders only agreed to 
draw up “indicative guidelines” to reduce 
unsustainable imbalances, and left the details 
to be discussed in the first half of next year. 

The international community also 
raised doubts about the feasibility of the 
USS. proposal. German Economic Minister 
Rainer Bruederle warned of falling back into 
“planned economic thinking.” while China's 
Foreign Ministry spokesman Ma Zhaoxu said 
the numerical target is unrealistic and unfair 
to developing countries, 

As the size of a sustainable current ac- 
count imbalance cannot be the same for 
advanced and developing economies and 
countries that are oil exporters, it was not 
practicable to set uniform targets like linking 
the size of a surplus or deficit to the GDP, 
said Dominique Strauss-Kahn, Managing 
Director of the IMF. 


Needed coordination 

When the financial crisis drained the life 
out of the world economy in 2008, the G20 
managed to put their differences aside and 
rolled out coordinated stimulus packages in 
the London summit in April 2009. This was 
even hailed by many economies as a new 
model of global economic cooperation. 

Two years later, the urgency to act as one 
seems to have faded. The policy unity also 
faces challenges as member countries find 
themselves in difference stages of recovery 

The global recovery is proceeding better 
than expected but at varying speeds—tepidly 


in many advanced economies and solidly in 
most emerging and developing economies, 
id the IMF in an October report 

Better growth prospects in many emerg- 
ing economies have triggered a resurgence of 
capital inflows, igniting the risk of inflation 
ressure and asset bubbles,” said the report 
‘Meanwhile, growing sovereign risks in 
Europe could undermine the financial stabil- 
ity gains und extend the crisis." 

The G20 has since clashed over a string 
of issues including the withdrawal of stimu- 
lus, currency valuation and trade imbalances 
For example, the United States and Europe 
have sparred over a proper timing of stimu- 
lus withdrawal. The Obama administration 
in September 2010 unveiled a $350-billion 
stimulus package including infrastructure 
spending and tax cuts 

“In the past, stimulus was too quickly 
Withdrawn and resulted in renewed hardships 
and recession,” said U.S, President Barack 
Obama. 

This put it on a collision course with 
Germany, France and the UK, among others, 
who have promised to cut budgets amid rising 
debt worries. 

“The international community united 
as one spirit during the crisis,” said South 
Korean President Lee Myung Bak. “But 
now there are doubts over whether such 
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ion can be achieved since the 
global economy is entering a recovery 
phase, with each country growing at a dif- 
ferent pace.” 

The expanded number of voices at the 
table after the G20 replaced the G7 as the 
leading body to manage the glo! 
may help explain the increased nois 
Michael Paulus, Managing Director of Asia 
Public Sector Group at Citigroup Inc. in Hong 
Kong 

“When you've got 20 members that 
are trying to agree on something, it is much 
harder when there were seven,” he said. 

Since the global recovery remains fragile, 
G20 leaders need to look beyond their own 
economies and stand firmly together against 
the uncertainties, said Ba Shusong, a senior 
economist at the Development Research 
Center of the State Council 


A strong boost 

Although lacking in detail, it is hard to 
deny that the agreements in Seoul came as a 
needed boon for the world economy 

In the joint communiqué, the G20 coun- 
tries recognized the vital role of small and 
medium-sized enterprises (SMEs) in em- 
ployment and income generation. Canada, 
South Korea, the United States and the 
Inter-American Development Bank jointly 
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committed $528 million to help SMEs 
through grants and co-financing 

In another move, the G20 aimed to sup- 
port country-led green growth policies and 
facilitate energy efficiency and clean energy 
technologies. It also confirmed the shift of 
‘over 6 percent in IMF quota shares from 
advanced economies to emerging ones, and 
called for deeper reforms to shape a more 
legitimate, credible and effective IMF, 

When G20 countries face the undue 
burden of adjustment, policy responses in 
emerging market economies with adequate 
reserves and increasingly overvalued flexible 
exchange rates may also include carefully 
designed macro-prudential measures, said the 
communiqué. Many economists believed this 
was a hint of allowing emerging economies 
to set up capital controls and stem the tide of 
capital inflows, 

Another bright spot was a deep com- 
mitment to keeping markets open and 
liberalizing trade and investments. 

“We will refrain from introducing and 
‘oppose protectionist trade actions in all forms 
and recognize the importance of a prompt 
conclusion of the Doha negotiations,” said the 
communiqué. 

Next year, 2011, is a critical window of 
opportunity, albeit narrow, to round things 
off, it added. 


SEARCHING 

FOR SOLUTIONS: 
G20 leaders discuss 
the state of the 
global economy. 
The G20 Seoul 
summit concluded 
‘on November 12, 
where the leaders 
vowed to accelerate 
the global recovery 
by cooperating 

and coordinating 
efforts 


WTO members started the Doha round 
of global trade talks in 2001, with a mandate 
to help poor countries prosper through more 
trade. But the negotiations have long been 
stalled because of sharp disagreements ove 
farm trade subsidies and industrial market 
access. 

“The fear we should all have is a return to 
what happened in the 1930s—protectionism, 
trade barriers, currency wars, countries pur- 
suing ‘beggar my neighbor’ policies—trying 
to do well for themselves but not caring about 
the rest of the world,” said British Prime 
Minister David Cameron. 

In a recent report, the WTO said G20 
countries had continued to exercise restraint 
in imposing new restrictions since their last 
summit in Toronto at the end of June. New 
measures, increasing but at a slower rate, 
covered 0.3 percent of G20 imports and 0.2 
percent of the total world imports, it said 

“Cohesion and cooperation defined the 
G20 during the crisis. This allowed decisive 
policy action to help avert a second Great 
Depression,” said Dominique Strauss-Kahn, 
Managing Director of the IMF. “Now, the 
challenge is to secure the recovery and to cre- 
ate the growth and jobs that the world needs. 
We all recognize that much remains to be 
done but the Seoul Action Plan is a step in the 
right direction.” = 
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The Price 
Of Free Trade 


APEC faces many obstacles in establishing 
an Asia-Pacific free trade area 


By SHEN MINGHUI 


jwenty-one years 

P after its found- 
ing, the Asi 

\cific Economic 


Cooperation (APEC) 
facing major challenges. 

JM As a leading regional trade 
and investment forum with 21 member 
economies, its future development direction 
will be watched closely. 

Avthe 18th APEC Economic Leaders’ 
held on November 13-14 in 
. Japan, leaders agreed to promote 
the establishment of a Free Trade Area of the 
Asiit-Pacitic (FTAAP) with practical actions, as 
part of the regional economic integration efforts. 


Benefits 

‘The FTAAP is not a new topic. Actually, 
after being proposed in 2004, it has been 
brought to the APEC discussion desk on 
many occasions. But little progress has been 
made, due to differences among member 
economies, This often-shelved proposal 
was put on the agenda again in 2009, when 
the United States announced that it would 
pursue the Trans-Pacific Partnership (TPP), 
a proposed free trade area that now includes 
Brunei, Singapore, Chile and New Zealand, 

‘The FTAAP could mean many benefits. 
It could help promote the currently stagnant 
WTO negotiations and could help overcome 
the harmful overlapping of regional trade 
agreements that currently exists 

In addition, the FTAAP can serve as an 
alternative to the Doha Round of WTO nego- 
tiations in case of its failure. It can also prevent 
the United States from being excluded from 
East Asian cooperation. What's more, it can 
help solve the trade imbalance between China 
and the United States, and increase the pos- 
sibility of China being accepted into the US. 
free trade area network. The FTAAP could 
also benefit regional welfare to a huge degree. 


The author is research fellow with the 
Institute of Asia-Pacific Studies of the Chinese 
Academy of Social Sciences 
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However, the FTAAP also faces diffi 
culties. First of all, large differences exist in 
the economic development levels of APEC 
member economies. For instance, the 2008 
per-capita GDP of Australia, the highest in 
APEC, was 45.6 times that of Viet Nam, the 
lowest in APEC. 

In addition, the adoption of the FTAAP 
may signal a move away from the organiza- 
tion’s original principles—featuring “open 
regionalism" and “concerted unilateral 
action” —which have persisted for two 
decades, APEC’s non-binding way, which 
places emphasis on acting on one's own 
accord and reaching consensus through con- 
sultation, will be abandoned. 

‘The implementation of the FTAAP could 
also lead to a split between developing mem- 
bers and developed members. Developed 
members are so anxious to promote the 
FTAAP that they tend to ignore their commit- 
ments to the Bogor Goals. This has aroused the 
concems of developing members. The Bogor 
Goals, which were proposed at the APEC 
‘Summit in Bogor, Indonesia, in 1994, call for 
the realization of free and open trade and in- 
vestment for developed member economies by 
2010, and for developing members by 2020. 


Obstacles 

‘What's more, there is no driving force for 
the establishment of the FTAAP, as East Asian 
economies lack a so-called Asia-Pacific iden- 
tity. Also, it is difficult for any free trade area 
including China to pass muster with the US. 
Congress. And the FTAAP cannot guarantee 
the United States will achieve its key goal in 
WTO negotiations: opening the agricultural 
product market. This is extremely difficult 
when it comes to Japan, as Japanese farmers 
are strongly against this. Difficulties also exist 
for Japan in opening its service sector. 

Although the United States is currently 
moving ahead with the TPP, it only hopes to 
use it as an altemative to APEC reforms. If it 
cannot make progress in APEC’s trade and 
investment liberalization in the run-up to the 
2011 APEC Summit in Hawaii, it may con- 


tinue to absorb APEC members into the TPP, 
and, by default, turn the TPP into the FTAAP. 

However, the TPP requires a high degree 
of openness in both services and invest- 
ments, as well as high standards in labor and 
environmental protection. Couple this with 
the fact that it has no uniform way of accept- 
ing new members, it remains questionable 
whether the TPP can help develop a free trade 
area in the Asia-Pacific region 

It should be noted that the developing 
members of APEC lack confidence in the 
FTAAP. This results from the relatively slow 
progress in AEPC economic and technical 
cooperation over the years, and from the 
reality that the economic gap between the 
member economies has but expanded, 

To be specific, there are a couple of rea- 
sons for their lack of confidence. First of all 
they lack funds for economic and technical 
cooperation, This makes it difficult to conduct 
practical activities. Also, APEC’s resource 
allocation is inappropriate. The priority 
areas have not been evenly developed, The 
increasingly empty economic and technical 
cooperation projects have made things worse. 
From 2006 to 2009, APEC carried out 326 
projects, of which 277 were on information 
collection and sharing. This cooperation is 
empty and lacks practical results, 
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The FTAAP can only be a long-term 
goal, promoted gradually in different areas, at 
different levels and through various channels. 
Just as Japanese scholar Masahiro Kawai 
said, it may be most feasible to first promote 
Asia-Pacific economic integration through 
ASEAN Plus Three (China, Japan and South 
Korea), then ASEAN Plus Six (China, Japan, 
South Korea, India, Australia and New 
Zealand), and finally the FTAAP. 

APEC ought to play a leading role in setting 
the terms of the FTAAP, but the FTAAP should 
not go against WTO principles. The FTAAP 


should be a stepping stone, rather than a stum- 
bling block, for WTO trade negotiations. 
While forging ahead with trade and in- 
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PLEASANT 
CHAT: US. 
President Barack 
Obama chats with 
Sultan of Brunei 
Hassanal Bolkiah 
(center) and 
Chilean President 
Sebastian Pinera 
during the 18th 
APEC Economic 
Leaders’ Meeting 
in Yokohama, 
Japan, on 
November 14 


vestment integration, all member economies 
should adopt more active attitudes toward 
promoting economic and technical coop- 
eration. For instance, they can establish an 
APEC skills development and promotion 
center to help developing members strength: 
en human resources development. 

Since its establishment, APEC’s develop- 
ment has relied on two fronts: one is trade 
and investment liberalization and facilitation; 
the other is economic and technical coopera- 
tion. Only when a balanced development is 
achieved between the two can the Asia-Pacific 
region achieve sustainable economic growth. 

After so many years of effort, from 1989 
to 2008, the average applied tariff rate among 


APEC member economies dropped greatly, 
from 16.9 percent to 6.6 percent, The totil 
trade in goods and services increased from 
$30 willion in 1989 to $140 willion in 2009, 
And compared to 1994, the foreign direct 
investment into the APEC region increased 
more than four times to $791 billion in 2008, 
representing an average annual growth rate of 
13 percent 

In terms of trade facilitation, the Trade 
Facilitation Action Plan (TFAP) 1, from 2002 
to 2006, reduced transaction costs within the 
APEC region by 5 percent, The ongoing TRAP. 
I further reduced the costs by 1,7 percent from 
2007 to 2008. In the meantime, an investment 
facilitation action plan is also under way 

In order to promote sustainable economic 
development in member economies, APEC 
has proposed a growth strategy focused on 


balanced growth, inclusiveness, sustainabil- 
ity, innovation and secure growth. 
Strategy 


To implement this growth strat 
APEC will promote the next phase of struc 
tural reforms, especially in five priority areas: 
regulatory reform, competition policy. cor 
porate governance, public sector govenanc 
and strengthened economic and legal infra- 
structure, 

In fact, the reason they were chosen as 
priority areas is because the tariff level within 
the APEC region has fallen to a surprisingly 
low level and resistance to further reductions. 
is quite strong. 

It is foreseeable that in the future develop: 
ment of APEC, difficulties in reforms in the 
five areas mentioned above will increase. These 
reforms involve member economies’ domestic 
Jaws, so they will encounter different degrees of 
resistance within different APEC economies. 

In particular, developed members failed 
to satisfactorily complete the Bogor Goals by 
2010. If APEC sets the trade liberalization 
goal as zero tariffs, it will be impossible for 
developed members to achieve the Bogor 
Goals. Only if it sets the goal between () and 
5 percent can they meet the requirements. 
Therefore, the first-phase task of the Bogor 
Goals is just completed to some extent. 

Under this premise, as “border measures” 
have yet to be cleared, it will be inevitably 
regarded as an evasion of responsibility and 
a rush to take domestic measures, It is still 
doubtful whether developing members have 
enough motivation to participate. = 


FIERCE PROTESTS: 

Japanese farmers shout slogans in 
protest of the government's attempt to 
join the Trans-Pacific Partnership, a free 
trade agreement that will call for the 
opening of the country's agricultural 
product market, in Tokyo on November 10 
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Strengthening Bilateral Relationships 


Chinese President Hu Jintao reaches out to U.S., Russian and Japanese leaders 


By YU YAN 
hinese President Hu Jintao met 
with U.S. President Barack 
Obama, Russian President Dmitry 
Medvedev and Japanese Prime 
Minister Naoto Kan during recent summits 
in South Korea and Japan, 


China and the United States 

Hu discussed monetary policy in his 
November 1] meeting with Obama during 
the Group of 20 (G20) Summit in Seoul 

“While meeting with Obama, President 
Hu tactfully but clearly criticized the United 
es" pressing for the appreciation of the 
nminbi,” said Shi Yinhong, a professor at 
the Schoo! of International Studies, Renmin 
University of China in Beijing. “The U.S 
attempts would bring great harm to de- 
veloping countries. U.S. policies should 
lake into account the interests of emerging 
economies as well as other developing 
countries. 

Hu said China's determination to pro- 
mote the reform of the renminbi exchange 
rate regime was unswerving. but this could 
only be carried out gradually 

He also told Obama China was concerned 
about the U.S, Federal Reserve's decision to 
inject $600 billion into the U.S. economy. He 
said this action would devalue the dollar 

China’s decision to proceed with the 
reform of the renminbi exchange rate regime 
was made against the backdrop of a severe 
economic and employment situation, Shi 
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said. And it was not an easy decision for 
China to make. 

According to Shi, with this decision, 
China has made a big contribution to the 
United States. Therefore, the United States 
should not put more pressure on China. China 
will not allow the renminbi to appreciate as 
fast as the United States hopes, said Shi 

Despite longstanding disputes over the 
renminbi exchange rate, China and the United 
States agreed on the need to strengthen bilat- 
eral relations. 

During his meeting with Obama, Hu 
said advancing “positive, cooperative and 
comprehensive” China-U.S. relations and 
developing a partnership in fields where the 
two sides have common interests are a major 
task facing the two countries. 

This task not only affects the two coun- 
tries themselves, but also has a far-reaching 
influence on the future of the world, Hu said. 

China hopes the United States will 
pursue constructive policies toward China 
and strive to stabilize bilateral ties. The two. 
sides should trust each other and work to- 
gether to address global challenges at a time 
of constant change in the international and 
regional situation, Hu said. 

‘Obama agreed with President Hu’s views 
on the development of bilateral ties, sayi 
the United States is ready to strengthen coop- 
eration with China 

Obama also said the United States is 
looking forward to further dialogue with 
China to boost bilateral ties. 


Hu is scheduled to pay a state visit to 
the United States early next year. And both 
presidents pledged to make the visit a success 
al their meeting in Seoul 


China and Russia 

Hu also met Russian President Medvedev 
on November 11. The two heads of state 
exchanged views on major international and 
regional issues of common concern that affect 
the development of the China-Russia rela 
tionship. 

Hu said China and Russia should each 
hold grand celebrations to mark the 10th 
niversary of the signing of the China- 
Russia Treaty of Good-Neighborliness and 
Friendly Cooperation next year. The wo 
countries should also continue to boost the 
“traditional friendship and all-round strategic 
cooperation 

“China-Russia mutual political trust 
keeps strengthening,” said Zhao Mingwen, 
Director of the China Center for Periphery 
Security Studies with the China Institute of 
International Studies. 

High-level visits between China and 
Russia have been frequent this year. In May. 
Hu attended cele! ions of the 65th anniver- 
sary of Russia's victory over Nazi Germany 
in Moscow. In September, Medvedey visited 
China, and the two countries issued a joint 
declaration regarding World War Il 

Participation by Chinese and Russian 
leaders in significant events in 
countries serves as proof of strengthening 
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(From left to right) 

MEETING AMID DISPUTES: 

Chinese President Hu Jintao says China's 
determination to promote the reform of the 
renminbi exchange rate regime is unswerving 
while meeting with U.S. President Barack 
Obama in Seoul on November 11 


FIRM PARTNERS: 
Chinese President Hu Jintao and Russian 
President Dmitry Medvedev agree to 
strengthen bilateral cooperation on re- 
gional and international organizations dur- 
ing their meeting in Seoul on November 11 


SIGN OF REDUCED TENSIONS: 
Chinese President Hu Jintao tells Japanese 
Prime Minister Naoto Kan it is in the interests 
of both nations to improve China-Japan 
relations during a meeting on November 13 


in Yokohama, Japan 


strategic cooperation between the two coun- 
tries, said Zhao, 

In fact, bilateral relations between the 
two countries are strengthening in many 
ways. China-Russia trade volume this 
yeur is expected to increase by around 45 
percent compared to last year, Zhao said 
Due to the impact of the financial crisis, 
bilateral trade volume last year declined to 
$30.5 billion, according to official Chinese 
sta ics. 

‘The two countries have also made his- 
progress in energy cooperation. The 
\-Russia crude oil pipeline started trial 
operations on November |, China planned to 
import 250,000 tons of crude oil from Russia 
in November and 300,000 tons in December. 
The pipeline will bring 15 million tons of 
crude oil across the border annually begin- 
ning next January, 

China-Russia energy cooperation be- 
come more stable with the completion of this 
pipeline, Zhao said, 

During their meeting, the two presidents 
also agreed to strengthen bilateral coop- 
‘ion on international 
organizations and groupings, such as the 
G20, the Asia-Pacific Economic Cooperation 
(APEC), the Shanghai Cooperation 
Organization and BRIC countries (Brazil, 
Russia, India and China), in a bid to help 
advance the reform of the international 
monetary system and enhance international 
financial supervision. 

“Before participating activities within 
multilateral frameworks including the G20 
and the Shanghai Cooperation Organization, 
the two countries communicated with each 
other on major issues in advance, trying to 
gain the support of each other,” said Zhao, 
“This is another prominent feature of the two 
countries’ strategic cooperation.” 
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China and Japan 

Hu held talks with Japanese Prime 
Minister Naoto Kan on November 13 on 
the sidelines of the 18th APEC Economic 
Leaders’ Meeting in Yokohama, Japan, 

This meeting was regarded as a sign that 
recent tensions between the two countries 
regarding the Diaoyu Islands are easing. On 
September 7, Japanese authorities intercepted 
and detained a Chinese fishing boat in wa- 
ters off the Diaoyu Islands in the East China 
Sea, worsening relations between China and 
Japan, Both countries claim sovereignty over 
the islands. 

“The meeting sends a positive signal, 

as Hu and Kan reached a consensus on how 
to regard China-Japan relations,” said Qu 
Xing, President of the China Institute of 
International Studies. 
In the 20-minute meeting, President Hu 
stressed China’s stance and proposed the two 
sides advance China-Japan relations through 
joint efforts. This proposal was welcomed by 
Kan,” said Gao Hong, an expert on Japanese 
studies with the Chinese Academy of Social 
Sciences. 

During the meeting, Hu said it is a right 
choice and in the interests of both peoples for 
China and Japan to follow a road of peace, 
friendship and cooperation, 

China and Japan, being each other's 
main trading partner, should continue to 
deepen their mutually beneficial cooperation, 
Hu said. He also said the countries should 
enhance dialogue and coordination on inter- 
national affairs in a bid to jointly contribute 
to Asia's revitalization and address global 
challenges. 

Kan said he was in full agreement with 
Hu's opinions. He said he hoped the two sides 
will strengthen cooperation in various fields 
and further improve bilateral relations, m 


DIPLOMATIC DYNAMICS. 


Trilateral Coordination 

China, Russia and India called on 
other members of the Group of 20 (G20) 
major economies to implement agreements 
reached at G20 summits. , 

At their 10th trilateral talks in Wuhan, 
capital city of central China's Hubei 
Province, on November 15, Chinese 
Foreign Minister Yang Jiechi, Russian 
Foreign Minister Sergei Lavrov and Indian 
External Affairs Minister S.M. Krishna 
called for efforts to strengthen macroec 
nomic policy coordination and promote 
“strong, sustainable and balanced growth" 
of the world economy. 

The G20 has become a major forum 
for international economic and financial 
cooperation, they said. 

At the same time, they underlined the 
need to reform the international financial 
system, while voicing opposition to protec- 
tionism, 

They also agreed the three countries 
would step up consultation to play a pos 
tive role within the framework of BRIC 
(Brazil, Ru: india and China), as well as 
‘within mechanisms for economic and secu- 
rily cooperation in the Asia-Pacific region, 

‘The BRIC countries have convened 
two summits in Russia and Brazil and a 
third summit is scheduled to be held in 
China next year. 


Chilean President Visits 
China 


China will expand trade ties with Chile, 
by boosting collaboration in many areas, 
including agriculture, science and technol- 
ogy, mineral resource development, light 
industry and home appliances, said Chinese 
President Hu Jintao. 

Hu made the remarks while meeting 
with visiting Chilean President Sebastian 
Pinera in Beijing on November 16, The two 
countries signed three agreements on eco- 
nomic cooperation following the meeting. 

Chile is the first Latin American 
country to recognize China’s full market 
economy status and sign a bilateral free 
trade agreement with China. China is 
Chile's biggest trade partner, while Chile 
is China’s second biggest trade partner in 
Latin America. Official Chinese statistics 
show bilateral trade totaled $17.72 billion 
Jast year. 

The two countries should deepen po- 
litical trust, increase cultural exchanges and 
enhance coordination in international and 
regional organizations, Hu added. 

‘The visit, which came as the two coun- 
tries celebrated the 40th anniversary of 
their diplomatic relations, was Pinera’s first 
state visit to China since taking office in 
March, = 
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Available in the Expo 
Village, at Shanghai 
Foreign Book Store, 
various audio and video 
stores, and CIPG's 
overseas branches 


Acultural travelogue for foreigners 
Ahistorical review through multilingual DVDs 
A 360-degree look at dynamic Shanghai 


Areflection of the host city during the 2010 World Expo 


Days and Nights in Shanghai, released in four 60-minute versions in Chinese, English, French and Japanese, 
presents the city's glamour, history and culture, scenic spots and tourist attractions through narrations 


and eye-catching visuals. 


Contents of the DVD 

Welcome to Shanghai 

07:00-08:00 Eternal Waibaidu Bridge 

08:00-09:00 Fairview—The New Shiliupu Dock 
09:00-10:00 Multinational Architectures on the Bund 
10:00-11:00 A Museum You Cannot Miss 


11:00-13:00 Dining at City God Temple and 
Sightseeing in Yu Garden 


13:00-14:00 Jinzhi Yuye Cheongsam Store 
14:00-15:00 Memories Hidden in the Streets 


15:00-16:00 Tianzifang—Shanghai's Greenwich Village 


16:00-17:00 New Height of the City 
—Shanghai World Financial Center 


17:00-19:00 Sunset on Riverside Avenue 
19:00-20:00 Hengshan Road in Moonlight 
20:00-21:00 Nightlife in Xintiangi 
21:00-22:00 Shopping at Nanjing Road 
19:00-24:00 The Brilliant World Expo Site 


Exhibit new luxury vehicle models 
in exclusive airport VIP 
parking lots. 


Let your VIP clients experience elite 
vehicles through our shuttle service. 


Tel: (8610) 5867 8621, 5867 8623 Mobile: 13910261711 www.elite-travel.cn 
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The Asian Games are not only a sports 
but also a cultural gala 


By YIN PUMIN 


wenty years after the 11 
Games were held in Beijing in 
1990, the sports ain came to 
China, putting Guangzhou, south 
China's Guangdong Province, in the host 
position, 

With the theme of “Thrilling Games, 
Harmonious Asia,” the 16th Asian Games, 
running through November 12-27, attracted 
more than 14,000 athletes and officials from 45 
countries and regions to the city to compete. 

On a continent inhabited by nearly two 
thirds of the world’s population, the Asian 
Games have become Asia’s largest sports 
event and a symbol of unity between different 
cultures, politics and religions, said Sheikh 
Ahmad Al-Fahad Al-Sabah, President of the 
Olympic Council of Asia. 


An opportunity 

The Chinese people are trying their 
best to present a sports gala that reflects the 
concept of harmony, a green Earth and civili- 
zation. 
juangdong built and renovated 70 
stadiums and gymnasiums, including 53 
competition and 17 training venues. Twelve 
of the 70 were built from scratch, said Zhang 
Guangning, Vice President of the Guangzhou 
Asian Games Organizing Committee 
(GAGOC). 

The : 
has been improved, its transportation system 
updated and barrier-free facilities put in place. 


Asian 


20 WEL 


: REVIEW NOVEMBER 25,2010 


Some 600,000 volunteers are going all out to 
ensure a comfortable and safe environment 
for the audience and athletes, 

With these efforts, the city ushered in 
the largest ever Asian Games, featuring 28 
Olympic and 14 non-Olympic sports with 
476 gold medals up for grabs. 

Since the ninth Asian Games in 1982, 
China has dominated the medal rankings. In 
1990, China won 183 gold medals from the 
Beijing Asian Games. At the last Asiad, in 
Doha, Qatar, China claimed 165 gold medals, 
88 silver and 63 bronze. 

In order to continue shining at the Games, 
China sent a record delegation of 1,454, 
including 977 athletes, to compete in 447 
events in 41 sports, except kabaddi. 

The Chinese athletes included 35 
Olympic champions. But most of them, ac- 
counting for wo thirds, did not take part in 
the 2008 Olympics nor the Asian Games held 
four years ago in Doha. 

“We hope to spot young talent at the 
Asian Games and prepare them for the 2012 
London Olympics,” said Duan Shijie, head of 
the Chinese delegation. 

“The Asian Games are not just a 
sports gala to win as many gold medals 
as possible for us any more,” said Duan, 
also Vice Minister of the State General 
Administration of Sport. “It’s a platform 
to exchange friendship as well as show the 
world that great changes are taking place in 
Chinese sports.” 

‘The official said the Asian Games would 


also provide a good opportunity for officials 
and coaches to see how sports are developing 
internationally. 

“Some of our traditional training systems 
are out of date. We should learn from other 
countries and regions and improve our sys- 
tems,” Duan said. “It’s not about having more 
athletes involved in intensive training any 
more. Sport is more about the proper use of 
knowledge and technology.” 

Duan said China is good at sports such as 
table tennis and badminton, but lags far be- 
hind internationally in swimming, track and 
field, and team sports. 

“Ball games, such as soccer and bas- 
ketball, are more difficult to handle because 
they need more complicated and systematic 
training systems, They need more people to 
get involved in different ways,” Duan said. 
“We need breakthroughs in those sports to 

a sports 
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A ccultural gala 

At the invitation of organizers, artists 
from 25 countries and regions gathered 
in Guangzhou on the night of November 
15, along with the Shenzhen Symphony 
Orchestra, to present a unique multicultural 
concert reflecting the traditions and culture of 
the participating countries. 

‘Apart from sports, the Asian Games 
Also a platform for different cultures to 
showcase themselves, said Chen Chunsheng, 


ar 


Deputy Director of the GAGOC’s Cultural 
Events Department 

A boat parade along the Pearl River 
before the opening ceremony of the Asi 
Games on November 12, as well as per- 
formances on the riverbanks of traditional 
Guangzhou drumming, lion dancing and 
many other events, showed athletes and offi- 
cials the natural and urban life of Guangzhou. 

There will be a total of 317 sessions of 38 
programs presented as an Asian Games cul- 


Numerical Differences 


Guangzhou 2010 


Beijing 1990 


Nations and regions 45 37 
Athletes 9,704 6,122 
Chinese athletes 977 636 
Gold medals 476 310 
Sports 42 29 
Venues 70 33 
Volunteers 660,000 200,000 
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‘Source: Xinhua News Agency 


tural campaign by more than 2,000 artists from 
20 countries and regions from November 8 to 
December 19, according to Chen, 

The performance program includes 
well-known plays from Asian countries and 
regions as well as local plays from the host 
They will showcase diversified cultures 
gions and offer a 
platform for cultural communications. 

Charming Asia is part of the big cultural 
feast. It presents performing arts from various 
Asian countries that Chinese audiences will 
have rarely seen before. 

At the Lingnan Convention Hall 
in Guangzhou, Syrian Sufi musician 
Nourredine Khourchid and his “Whirling 
Dervishes” group share the same stage with 
Christian singer Ghada Shbeir from Lebanon. 

Meanwhile in the Huanghuag 
Theater, the Royal Ballet of Cambodia stages 
a show based on a Khmer mythical love story 
between the half-bird, half-woman Monorea 
and prince Preah Sothun. b> 


in Asian countries and 1 


ang 
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EYE-CATCHING SPORT: 
Dancers from Kazakstan take part in the 
Waltzing competition on November 14 
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FLYING 
FISHES: 
Chinese and 
Japanese 
‘swimmers 
compete 

: inthe 
women's 
4x100-meter 
medley relay 
‘on November 
14 


“I'm honored to be here. I think this 
program shows both the unity and 
of Asian arts, Sharing the stage with art- 
ists from so many different countri 
amazing experience for me 
Kelani, a Palestinian singer who per- 
formed at the first concert of the series on 
November 8. 

It is the first time the whirling dervish 
dance of Islam's Sufi tradition has been 
ed in China, 

Originally a religious ritual, the dance of 
the whirling dervishes involves continuous 
Whirling and is said to represent a mystical 


joumey of man’s spiritual ascent through love 
to perfection. 

“We may have different cultural back- 
grounds, but we share the same love for life.” 
Khourchid said, “The Asian Games have pro- 
vided a great platform for culture and 

“This is the second tour for the Royal Ballet 
of Cambodia; the first was 51 years ago. 

“Each country has its own traditions. 
What we are presenting here is a dance 
style with eight centuries of history,” 
said Norodom Buppha Devi, princess of 
‘Cambodia and director of the troupe. 

Besides, there will also be 79 exhibitions 


held during the period, Most tickets to these 
performances and exhibitions are being given 
out to residents of Guangzhou communities 
free of charge. 

“Nowadays, large-scale events have be- 
come the best platforms for culture. Just like 
the World Expo is not only about novel tech- 
nology, the Asian Games are not only about 
sports,” said Lin Jian, Director of Charming 
Asia. “For Chinese people, such events are 
g004 starting points to get to know more 
about other cultures.” = 
(Miao Xiaoyang contributed 

reporting in Guangzhou) 


Odd Sports at Asian Games 


DanceSport 

Debut: 2010 Guangzhou 

DanceSport is generally defined as partner dancing, 
with the man and woman using the required technique 
together with floor-craft and artistic interpretation to 
produce a highly disciplined dance performance. 


Kabaddi 

Debut: 1990 Beijing 

Kabaddi was probably invented to ward off group at- 
tacks in ancient times. It is basically a combative sport, 
with seven players on each side and played in two 20- 
minute halves. The core idea is to score points by raiding 
the opponent's court and touching as many of its players 
as possible without getting caught on a single attempt. 


Dragon Boat Racing 
Debut: 2010 Guangzhou 
The history of dragon boat racing goes back more than 
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2,200 years. It emerged as an international sport in 1976. 
For competition events, dragon boats are generally 
rigged with decorative Chinese dragon heads and tails. 


Sepak Takraw 

Debut: 1990 Beijing 

It is generally believed that sepak takraw was played 
as early as the ninth century. It is played on a court 
with a hand-woven ball (takraw) by teams made up 
of two or three people. Points are scored by hitting 
the ball above the net and into the court as the op- 
posing players attempt to block. Players can use their 
feet, legs, shoulders and heads but not their hands. 


Roller Sports 

Debut: 2010 Guangzhou 

Roller sports developed from ice-skating. In 1863, New 

Yorker James Plimpton solved the problem of controlling 

skates when he used a rubber cushion to anchor the axles. 

From then on, roller sports have spread all over the world. 
(Source: Xinhua News Agency) 
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Fighting a 
Smokeless 


War — 


China still faces formidable challenwee while 
endeavoring to keep / 
its commitments under the World 
Health Organization Framework 
Convention on Tobacco Control 
/ 


By WANG HAIRONG 
n November 15, a new global 
report indicated that “efforts 
to combat the global tobacco 
epidemic are lagging, in spite 
of strong progress in some countries.” The 
report was published by the Framework 
Convention Alliance, a coalition of more 
than 350 non-governmental organizations 
from over 100 countries. 

‘The report was released during the Fourth 
Conference of the Parties to the World Health 
Organization Framework Convention on 
Tobacco Control (WHO FCTC), held in 
Punta de! Este, Uruguay, on November 15-20 
this year 

Although China was not included in 
this report, its fight against tobacco is in a 
situation, Progress has been made 
‘ding tobacco control in China, said 
Yang Gonghuan, but China’s efforts are not 
enough. 

Yang is the director of China’s National 
Office of Tobacco Control under the Chinese 
Center for Disease Control and Prevention 
(China’s CDC). She also serves as deputy 
director general of China’s CDC. 

China ratified the WHO FCTC in 2005 
and put it into force on January 9, 2006. 
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The convention includes measures to 
reduce tobacco consumption and supply. 
Parties to the convention are obligated to 
restrict or comprehensively ban tobacco 
advertising, promotion and sponsorship 
‘0 will have to put proper warnings 
0 packaging, protect people from 
exposure to secondhand smoking in public 
places, implement taxation policies aimed 
at reducing tobacco consumption and clamp 
down on illicit trade in tobacco products. 

China is the largest consumer and pro- 
‘0 products. Statistics from 
ational Office of Tobacco Control 
show China accounts for one third of the 
world’s total smoking population, cigarette 
sales and cured tobacco output. 

Currently, more than 300 million Chinese 
adults smoke, and about 540 million non- 
smokers are exposed to secondhand smoking, 
including 180 million children under the age of 
15, according to China’s Ministry of Health. 

Every year, about 1 million people in 
China die of tobacco-related diseases, said the 
Ministry of Health. 


Piecemeal progress 

China has made great progress in con- 
trolling tobacco consumption, Yang told the 
Beijing-based Sanlian Life Weekly. Now, 


s 


there is stronger political will, enhanced pub: 
lic awareness and increased me 
on tobacco control in China, Yang said. 

During the annual session of the National 
People’s Congress and the Chinese People’s 
Political Consultative Conference, dozens of 
bills and proposals related to tobacco control 
were put forward, Yang said. The number 
used to be very small, she added. 

AL the grass-roots level, many villages 
and counties hold smoke- eetings, und 
citizens host smoke-free weddings. In this 
sense, the effectiveness of tobacco control is 
very obvious, Yang said. 

On World No Tobacco Day, which 
falls on May 31, various activities are held 
nationwide to draw attention to the tobacco 
epidemic and to the preventable death and 
diseases caused by smoking. 

Some localized or partial smoking bans 
have been put in place in China, Now, cit- 
ies such as Beijing, Shanghai, Hangzhou, 
Guangzhou and Yinchuan have promulgated 
regulations banning smoking in public 
venues, Xu Guihua, Vice President of the 
Chinese Association on Tobacco Control, 
told people.com.en. 

To comply with the packaging and 
labeling requirement set forth in WHO 
FCTC’s Article 11, in April 2008, the State 


coverage 
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China’s Tobacco Control Regulations 


Since 1981, the Ministry of Education has enacted several 
regulations prohibiting middle school students from smoking, 


In 1991, the National People's Congress of China passed a 
law on the protection of minors, prohibiting smoking in 
indoor public places where minors gather. 


In 1994, China's Advertisement Law adopted by the National 
People's Congress outlawed tobacco advertising on radio, 
television and in newspapers. 


In 1997, the Ministry of Health, jointly with the Civil Aviation 
Administration of China and some other government 
departments issued a regulation banning smoking on public 
transport. 


In 2007, the Beijing Municipal Government banned smok: 
ing in taxis and in most indoor public areas the following 
year. Other cities, such as Shanghai, Hangzhou, Guangzhou 
and Yinchuan, have followed Beijing's example and pro- 
mulgated regulations banning smoking in public venues. 


On May 20, 2009, the Ministry of Health ordered a compre- 
hensive smoke ban in medical institutions nationwide 
from 2011. 


(Sources: Website of the Chinese Association on 
Tobacco Control and media reports as specifier) 


SAY NO TO TOBACCO: Students in Wuji School of Rushan City, 
‘Shandong Province, stand in the pattern of a smoke-free sign 
on May 27 to mark World No Tobacco Day 
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‘Tobacco Monopoly Administration and the 
tate General Administration of Qua 
upervision, Inspection and Quarantine 
Jointly issued a regulation governing the 
packaging and labeling of domestically pro- 
duced tobacco products. 

‘The regulation requires such warning 
messages as “smoking harms your health” 
and “quitting smoking early helps reduce 
the risk” be displayed on tobacco products’ 
i#, and the warnings should cover 
‘ast 30 percent of the display areas. 
Nonetheless, it does not mandate pictures or 
pictograms depicting the health hazards of 
tobacco use. 


Formidable challenges 

Despite the progress in tobacco control, 
China has a long way to go, said Xu. China 
does not have any comprehensive smoking 
ban at the national level, whereas 17 other 
countries have, she said. 

The compliance rate of existing laws 
and regulations banning smoking is low, 
said Yang. Smoking at indoor workplaces 
and public places is still prevalent. The 2010 
Global Adult Tobacco Survey (GATS) pub- 
lished in this August showed that in China, 
about one third of people noticed smoking in 
public transportation and health care facili- 


ipswww jreview com 


ties, six in 10 adults noticed smoking at the 
workplace, while almost nine out of 10 no- 
ticed smoking in restaurants. 

Xu also pointed out despite China's regu- 
lation on tobacco packaging and labeling, the 
warning messages used are not effective in 
deterring people from smoking. Many people 
in China are not fully aware of the serious 
health risks of tobacco products and still send 
them to others as gifts, Xu said. 

Meanwhile, tobacco companies target 
young people by sponsoring charity events, 
Yang told the WHO earlier this year. She said 
a primary school rebuilt after the Sichuan 
Wenchuan earthquake with funds from a to- 
bacco company was named Sichuan Tobacco 
Hope Primary School, and the school walls 
ribed: “Talents are brewed by intel- 
; tobacco helps you grow up and 
become accomplished.” 

Another perplexing issue about tobacco 
control in China is that although the WHO 
FCTC has been in force for several years, the 
number of smokers and the production and 
sales of tobacco products have increased over 
the years, said Xu. 

Data from China's National Bureau of 
Statistics show that in the first half of 2010, 
the national wholesale volume of cigarettes 
reached 446.1 billion yuan ($65.6 billion), 


and the tobacco industry paid 325.2 billion 
yuan ($478 billion) in taxes, up 16.7 percent 
and 17.32 percent respectively from the same 
period last year. 

The tax contribution by the tobacco 
industry to the Chinese fiscal revenue was 
8 percent in 2009, said Zhang Xiulian, 
spokesman for the State Tobacco Monopoly 
Administration. 

Tobacco is a lucrative industry, especially 
for big tobacco provinces suchas Yunnan, 
Although a 2005 Peking University study 
found that the health costs of tobacco ex- 
ceeded the profits from the tobacco industry, 
yet Yang told the WHO that the government 
is reluctant to relinquish the revenue, 

‘The workforce loss indicated by the 
study is a long-term problem, but most local 
government officials are focused on today's 
issues,” Yang si 
The fundamental obs 


‘Yang said, as the organization in charge of the 
tobacco control policy making and enforce- 
ment is also in charge of tobacco production 
in China. 

“It’s like a bunch of foxes in a chicken 
coop discussing how to protect the chickens,” 
Yang described the situation to Sanlian Life 
Weekly. = 
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Easing 
Housing 
Woes 


A new housing law brings 
the hope of decent housing 


By LILI 
egions of urban residents now priced 
out of China's booming housing 
market may soon get relief under 
new law working its way through 
s legislative system 
Xinhua News Agency reported on 
November 8 the Ministry of Housing and 
Urban-Rural Development submitted a 
draft Basie Housing Security Law to the 
Standing Committee of the National People’s 
Congress (NPC). The NPC is now soliciting 
opinions from other governmental units. The 
draft law sets standards for low-income hous 
ing construction and management; specifies 
applicant requirements; and deals with related 
issues such as rent subsidies for low-income 
‘amers; economic incentives and taxation; 
and housing guarantees for farme: 
‘The law is intended to rectify problems 
caused by the commercialization of China's 
real estate sector. Over the past 12 years, 
market reforms in the industry have gener- 
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HOUSING 
FOR CON- 
STRUCTORS: 
A low-cost 
apartment 
‘community 
for migrant 
workers 
nears 
completion 
in Fuzhou, 
Fujian 
Province, 
in August 


ated jaw-dropping profits and brought huge 
revenues to local governments through land 
sales. However, astronomical prices have 
meant many people are unable to own their 
‘own apartments and are ofien reduced to liv- 
ing in crowded, overpriced housing. 

A new term has even sprung up to 
describe such people “ant tribes.” These 
people, often low-income college graduates, 
frequently live in tiny rooms in overstuffed 
apartments subdivided to fit 10 or 20 people, 
instead of three or four as originally intended. 
They should have been entitled to low-priced 
government housing for rent if there was suf- 
ficient supply of this kind of housing. 

Twelve years ago, the government at- 
tempted to provide for low- and middle- 
income earners when it commercialized the 
housing market. However, State Council 
directives and local implementing regulations 
Were not satisfactorily implemented. 

An editorial published on the website 
of Shanghai-based Xinmin Evening News 


for everyone 


said, with the new law under considera 
China's housing system is returning in some 
Ways to its starting point 12 years ago, Under 
the earlier system, housing was distributed 
to people at below-market prices, usually 
through their place of employment, Although 
the new law may seem in some ways like a 
retum to the past, the editorial said it is actu- 
ally a symbol of progress since market tools 
and social welfare policies will be combined 
to guarantee citizens’ right to housing 

‘The much-anticipated new law is exp 
ed to ensure the construction of affordable 
and low-rent housing. In recent years, the 
booming real estate market created disincen: 
tives for building less profitable housing, 

Gao Fengtao, Vice Director of the 
Legislative Affairs Office of the State 
Council, said in March that the law is ex 
pected to be implemented in 2011 


Affordable housing problems 

While more and more people have found 
jobs in big cities as China's urbanization has 
accelerated, the amount of affordable hous- 
ing has not kept up due to a lack of funds and 
land. 

Statistics released by the NPC in October 
showed that the Central Government had 
already spent its annual budget for the con- 
struction of affordable housing, 79.2 billion 
yuan ($11.8 billion), by the end of August 
At the same time, local governments, which 
should shoulder part of the cost, said they 
faced difficulty in raising money for housing 
According to the NPC report, only 23.6 per- 
cent of the housing funds required from local 
authorities in 2009 had been allocated in the 
first eight months of that year. 

Another problem is that local authorities 
are reluctant to spare land for low-income 
housing projects since they yield low profits, 
Tao Yan, a professor at Renmin University 
of China, said local governments, whose rev- 
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enue relies heavily on the land sales, have no 
motivation to provide land for building low- 
income housing. 

“When one plot of land is used for the 
construction of affordable and low-priced 
housing, the price for nearby plots of land 
immediately falls in auctions. Itis impossible 
for governments to harm their own interests,” 
Tao told China Business News. Tao said that 
the fundamental solution is to change govern- 
ment's position as the sole land supplier 

Shen Weixing of Tsinghua University’s 
School of Law told China Business News that 
funds for building affordable housing should 
be mainly provided by local governments 
while private capital should be encouraged 
to participate too. Shen also said officials of 
local governments should be evaluated on 
their efforts to build low-priced housing and 
should be held accountable if they fail to meet 
their targets 

In October, the Ministry of Housing 
and Urban-Rural Development said it will 
conduct an inspection of affordable hous- 
ing construction nationwide in cooperation 
with other government departments. Local 
government leaders who are in charge of af- 
fordable housing construction will be directly 
criticized if the projects in their cities or prov- 
inces are proceeding too slowly 

Local government officials will be evalu- 
‘led, Those in areas where low-priced housing 
goals are not being met will be criticized in 
written notices. On the other hand, areas that 
have surpassed their low-priced housing goals 
will be rewarded by the Central Government 


Current measures 

In advance of a comprehensive law, 
les have introduced measures to 
curb real estate speculation, a key factor driv- 
ing up housing prices. For example, many 


The much-anticipated 
new law is expected 
to ensure the 
construction of 
affordable and 
low-rent housing. 
In recent years, the 
booming real estate 
market created 
disincentives for 
building less profitable 
housing 
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ECSTASY OF WINNING: Liang Yan, from Hefei, Anhui Province, 
hugs her son after her family won the chance to purchase a 
low-cost apartment in December 2009 


cities restrict residents to buying only one or 
two apartments. Cities have also tightened 
down-payment requirements and adjusted 
mortgage interest rates. 

Even when low-priced housing projects 
have been built, however, benefits have not 
always flowed to their intended low-income 
recipients. For example, a low-priced hous- 
ing lottery scam was exposed last June in 
Wuhan, the capital of Hubei Province. More 
than 5,000 people applied for 124 housing 
units. However, individuals involved in the 
lottery allegedly took nearly 1 million yuan 
($149,000) in bribes and arranged for six 
consecutive numbers to win. 

In a more recent scandal, a publicized 
list of applicants for low-priced housing in 
Shenzhen, who had already received first- 
stage approval, included people who already 
‘owned luxury homes and couples who were 
both civil servants. 

China Business News also reported 
in November that Guo Yunchong, Vice 
Minister of Housing and Urban-Rural 


Development, admitted that some low-priced 
housing had been distributed to civil servants 
as part of their employment benelits 

Taking Beijing as an example, accord- 
ing to a November 15 story by Southern 
Metropolis News, more than 70 percent of land 
used for residential projects in Beijing between 
2005 and 2009 qualified for government finan- 
cial incentives, However, only about 7 percent 
of this housing was sold publicly. The report 
said the remaining housing was mainly sold 
by government ministries to their employees at 
much lower than market prices 

Shen from Tsinghua University, who 
participated in drafting the new law, said the 
new low-priced housing generated by the I 
should mainly be low-rent housing. Insuri 
that tenants don’t own the housing should 
prevent speculation. Shen also suggested 
joint ownership of affordable housing be- 
tween purchasers and local governments. He 
also proposed expanding eligibility for low- 
priced housing to migrant workers living in 
cities. 
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Alas 
tainme: 
. 


ka, bub ampagne. 

and amazing lucky draw prizes. 
istmas Gala at Xi'an Ballroom. 

Experience a sumptuous intemational 
seafood buffet. amazing live performance and 
chance fo win a grand prize of a holiday in the 
Unuted States, including five nights accommoda- 
tion at InterContinental Chicago and round trip 
economy air tickets for two. 

© Christmas Elegance at Steak Exchange 
Restaurant and Bar 

Enjoy a five-course set dinner featuring 250- 
day old Australian Angus beet, live performances 
and a lucky draw for three night's aecommode: 
hon at InterContinental Yokohama with round 
a lickets for two, 

@ Holidays at Monsoon 

From December 15, 2010 to January 31, 2011 
healthy, wile and natural salmon, halibut cod, 
rats, scallop, prawn from Alaska will be featured 
‘Gt Monsoon. Don't miss the Christmas Eve live 
mance and lucky draw for three night's ac 
smodattion at InterContinental Yokohama and 
Found trip air tickets for two. 

@ Winter Dining at Zen 

A specially designed Chinese set menu 

nas Eve at Zon wher 

all enjoy «i stylish Chin 
private environment 


Holiday Inn Downtown Beijing 
1e snow falls as the clock strikes mi 

ihm of the anthem and slivery ring 

1d you, Santer Cletus arrives on his 
sleigh and beautiful 
pixies are dancing in 
the bailiant rays of light 
Christmas is approach- 
Ing! 


Enjoy an authentic 
Westem Christmas gala 
buttet on December 24 
at Garcien Court Bar of 
Holiday Inn Downtown. 
Beijing. The prices are 
1,388 yuan. 1,188 yuan 
or 988 yuan net per 
adult, 788 yuan net per 
child under 1.2 meters 
tall 

Be surprised by the 
na totally festive and magic 


ations before December 10, 2010 will 
njoy a 30-percent discount. 


Shangri-La's Kerry Centre Hotel, Beijing 
Evoke the spirit of Christmas and end off 2010 
vil a resounding bang! Be it a git of a festive git 
basket, a scrumptious Chnstmas Eve buffet dinner 
ew Years Eve countdown party, Shangt 
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La’s Kemy Centre Hotel, Betting has a line-up of 
mouth-watering culinary treats p ra grand 
finale to the end of the yeor, 

‘© Christmas Carol at 6:30 pm. on December 


Kemy Centre 
‘Chnstmas choir to perform on Christmas Eve at 
various locations within the hotel. There will be 
adonattion drive during the per 
contributions supporting this non-prot 
organization. 

© A White Christmas at the Grand Ballroom 

‘On Christmas Eve. 
(guests can expenence 
dazzling aray of 
cuisine styles enhanced 
hight 
‘with nostaigic songs 
by Zheng Xulan. ¢ pop 
singer in the 1970s, 
and performances by 

comedian Wang Yueho 

and Ying Ning. Magtc, 


he Dandelion School 
————_ and many 
mances will complete the ni 

for quests. To add to the evening's excitement, a 
grand ratte draw with attractive prizes suc 
holidays to exotic locations, awaits the lucky win- 
ners 


‘are priced at 3,888 yuan net (silver) 
and 4,888 yuan net (gold) per person. inclusive of 
entrance to the party, buttet dinner and free flow 
of beverages. 


Fairmont Beijing 


Maestro Plécico Domingo (middie), the 

undisputed “King of Opera,” was greeted by Hans 

Horde Gett), F Beijing's general manager, 
concert held 


The Westin Beijing Chaoyang 


It's Thanksgiving again, a time to be with 


missed. and what's 
better than enjoy 
hearty cuisine with 

y and trends? 
The Westin Beijing 
Chaoyang has pre- 
pared alll and would 
like to be thankful with 
you on this special day. 

Prepare for arnice 

Thanksgiving 

dinner—a 7-kg whole 


roasted ham. with a 
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chestnut apricot stuffing chipolata sausages, 
ed brussel sprout. butter carrots, mashed potato, 
roasted potatoes, red current jelly, red wine sage 

jus are available at Daily Treats, with protessional 
delivery service. 

At Seasonal Tastes, have fun with hearty 
turkey butfet dinner and pick whatever you like. 
‘The butfet is at 5:30-10:30 pm. on November 26 
2010. The price is 328 yuan per person with a 15- 
percent service charge. including free flow of sot 
danks. 

Grange also offers a tailor-made tour-course 
‘Thanksgiving appreciation dinner menu to 
reward your beloved ones. The menus available 
from $:30-11 p.m, on November 25. 2010. priced 
at 348 yuan per person with a 15-percent service 
charge 

Each group of four diners will receive a vouch: 
er valued at 200 yuan for redemption upon your 
next v 


The Westin Beijing Financial Street 


The Westin Beijing Financial Street recently 
hosted the welcome reception of the 2010 NBA 
China Games where Houston Rockets and New 
Jersey Nets played preseason games in Beijing 
and Guangzhou, Players including Yao Ming, 
Luis Scolar from the Houston Rockets, 
Devin Harris, Terrence Willan 
from the New Jersey Nets attended the welcome 
reception. More than 300 guests witnessed the 
kickoff of the 2010 NBA China Games. This is the 
at NBA preseason games have been 
hosted in China where loca! basketball fans can 
enjoy authentic games. Charlie Dang, general 
manager of the hotel and area managing li 
of Starwood Northern China, had his photo taken 
‘with Yao Ming, 


Shangri-La Hotel, Beijing 

‘The Empress Imperial Jade Jounoy treatment 
package, exclusively available at Cit. the Spa at 
Shangri-La Hotel, Beiing. was namod the “Bost Spa 
Treatment Package of the Year” at the inqugu 
award ceremony of the Spa China Awards on 
September 10, 2010. CH was the only spar in 
Boling to receive this award at the ceremony hold 
at Sanya. Hainan. 

The Best Spa Treatment Package of the Year 
category was highly contended yy more than 
100 spas throughout China, and the Empross 
Imperial Jade Jourmay was the sole winner of this 
ecooiade 
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HH APARTMENT INFORMATION 


Ariva Wins Prize for Hospitality 
Management for Shanghai Corporate 
Pavilion China Expo 2010 

Ariva Hospitality, a hotel and serviced apartment 
management company from Singapore, was honored 
to provide hospitality management services for 
Shanghai Corporate Pavilion China Expo 2010. 

Throughout the 184-day Shanghai World Expo, 
Ariva, with its full dedication and professional ex- 
pertise, succeeded in providing perfect services for 
the Shanghai Corporate Pavilion 

Recently, the Shanghai Corporate Pavilion was 
awarded eight prizes by the Shanghai World Expo 
organizers, including pavilion management, guest 
services, and teamwork excellence. Ariva was also 
awarded the Excellent Team in Expo Park Service 
award. More than 40 Ariva staff members also won 
honors for their outstanding performance. 


Shama 

Asia’s premier, boutique serviced apartment 
provider, Shama, recently announced the opening 
of its first flagship property outside Greater China— 
Shama Sukhumvit. Following Shama’s acquisition 
by ONYX Hospitality Group, the Thailand-based 
hotel management company, Shama’s new property 


in Bangkok marks the expansion of its superior 
serviced apartments in a number of gateway cities in 
Asia. 

The new Shama Sukhumvit is located just 30 
minutes from Suvarnabhumi International and Don 
Muang Airports and close to the BTS Sky Train. The 
property is located in the heart of Bangkok, close to 
both the business district and some of the city’s most 
popular tourist attractions, providing an ideal short- 
or long-term accommodation option for families, 
tourists and business travelers. 

To celebrate the grand opening of Shama 
Sukhumvit, Shama is pleased to offer a special pro- 
motional daily rate from Baht 2,980 (around $99); 
valid from now until November 30, 2010. 

The luxury package includes: 

e Welcome drink 

e Breakfast 

Complimentary Wi-Fi Internet access 

e@ THANN amenities 

e Complimentary airport limousine transfer 
from Suvarnabhumi International and Don Muang 
Airports 


spacious apartment with extensive clubhouse 
facilities including an outdoor swimming pool 
(A minimum stay of five nights is required.) 


(leccd a) 3 
Christmas Eve Party 
Adventure on Sunworld Dynasty Graise 


DYNASTY KLAZA 


ups wwchjreview.com 


\ December,24) 2010) 


For more information and reservation, 
please call: 8610-58168888 ext. 8302/8358 


50 Wangfujing Avenue, Beijing, 100006 PR.C. +18) sLREAF#A1150 100006 


‘yewrw.sunworlddynasty.com.cn Email: info@sunworlddynasty.com.cn 
Tel mig: (8610) 5816 8888 Fox feM: (8610) 5816 8889 
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SEE BUSINESS 


Diesel in 
Short Supply 


Frequent diesel oil shortages necessitate 
the need to revamp pricing mechanisms and 


break up oil monopolies 


By LAN XINZHEN 


i An has made many journeys 

from Xinzhou, Shanxi Province, to 

Beijing on the expressway. The trips 

have been too numerous, much like 
his cargo of potatoes that will be sold at the 
Xinfadi Farm Produce Wholesale Market in 
the Chinese capital city. Recently, Li has run 
into problems that could threaten his truck- 
ing excursions to Beijing and across China. 
October, diesel oil shortages that 
started in south China have spread north and 
west, With many gas stations low on or com- 
pletely lacking diesel oil, To fill his tank, Li 
often has had to visit five or six gas stations. 
“Without a full tank, we dare not run the 
truck,” he said 

According to figures released by the 
Petroleum Circulation Committee (PCC) of 
the China General Chamber of Commerce, 
by November 12 this year, more than 5,000 
privately owned gas stations had run out of 
diesel fuel and 80 percent of state-owned gas 
stations had limited the amount of fuel cus- 
tomers could buy. 

This isn't the first major diesel oil short- 
age to plague China, In the past decade, such 
shortages have happened every one or two 
yeurs. But this shortage sets itself apart from 
previous ones, and while it may not impose 
a serious impact on the Chinese economy, 
it has sounded the alarm from the country’s 
energy mechanism. 


Behind the shortage 

‘This year, the blame for the lack of diesel 
falls on some local government measures to 
limit electricity use in parts of China. 

Five years ago, the Chinese 
Government set a target that by 2010 the 
ergy consumption per unit of GDP would be 
reduced by 20 percent of 2005 levels. The 
decision was passed down to all provincial- 
level governments under the stipulation that 
government officials in these areas would 
be held responsible if the targets were not 
reached 
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As the deadline quickly approaches, local 
officials are scrambling to save energy and 
reduce emissions, and one of the ways they're 
doing so is to limit electricity supplies. 

Zhong Yongsheng, Deputy Director 
of the Center for China's Urban-Rural 
Development Studies, said because of the 
rush limit of electricity, many enterpri 
have had to generate electricity by thems 
using diesel oil. And so the shortage began, 

Furthering the dilemma was the fact that 
many oil refineries often perform mainte- 
nance work on equipment in July and August 
when oi! consumption is usually low. This 
year, however, output decreased just as de- 
mand was increasing. 

“The reduction of diesel oil output and 
limits on electricity supplies jointly caused 
the shortage of diesel oil, directly and indi- 
rectly," Zhong said. 

Liu Feng, a petroleum industry analyst 
with Shandong Zhuochuang Information Co. 
Ltd., said this year the diesel oil shortages 
mainly hit south China, especially the south- 
east coastal area, which was directly related 
to the limit of electricity supply by some lo- 
cal governments. The unexpected limit has 
increased the country's demand for diesel oil 
by at least 100,000 tons 

Zhao Youshan, PCC Chairman, thinks 
some branches of China National Petroleum 
Corp. (CNPC) and China Petroleum and 
Chemical Corp. (Sinopec) have jointly di- 
rected the diesel oil shortage this time. The 
two state-owned oil giants, as the country’s 
biggest refined oil suppliers, have monopo- 
:d the Chinese oil market 
During negotiations with the branches 
of the two oil giants, Zhao became familiar 
with their policies and practices. He said he 
eventually found out these branches had oil 
in their depots, but had stopped oil wholesale 
to other gas stations and were only supplying 
their own gas stations. 

“Before each oil shortage, these branches 
will create tension in the market by stopping 
wholesale and limiting supplies. Then the 


price of oil increases. Jointly pushing up pric- 
es has been a basic sales strategy for them,” 
Zhao said, adding that their ultimate goal is 
obviously to force the National Development 
and Reform Commission (NDRC), who has 
pricing power over refined oil, to raise the 
selling price of refined oil. 

According lo figures from the 
National Statistics Bureau and the General 
Administration of Customs, in June 2010, 
China produced 13.34 million tons of diese! 
oil. It imported 83,000 tons and exported 
269,000 tons, so the apparent consumption — 
the sum of net input and output—in June was 
13.15 million tons. Domestic apparent diesel 
oil consumption was 13 million tons in July, 
and then declined further to 12.89 million 
tons in September 

Traditionally, diesel oil demand is low 
in June and July, hence exports of diesel oil 
often increase rapidly. But because domestic 
demand was low in June and July this year, 
the high apparent consumption of diesel 
shows that the diesel inventory was actually 
increasing, or at least higher than usual, dur 
ing those two months. 

So why haven't China's oil giants been 
selling their oil? Because on the refinery oil 
market, the retail price has been lower than 
the wholesale price. 

In early November, the wholesale 
price of diesel oil in China was 7,634 yuan 
($1,149.7) per ton, increasing 818 yuan 
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($123.19) per ton month on month, which 
was 154 yuan ($23.19) higher than the aver 
age national retail price per ton. 

Zhong Jian, chief analyst of the Shanghai 
Toprise Information and Technology Co. 
Lid., said higher wholesale prices than retail 
prices would cause wholesalers to find it dif 
ficult to sell expensive oil and make retailers 
unwilling to sell oil at a loss. 

Affected by the quantitative easing policy 
by the U.S, Federal Reserve, international oil 
prices have been increasing quickly, Zhong 
said. The higher wholesale prices compared 
to retail prices reflect business expectations 
for price increases in the future, so pos- 
sibilities cannot be ruled out that diesel oil 
stockpiling won't soon ensue. 


Addressing the shortage 

To solve the problem of suspended or 
limited diesel supplies by gas stations, expec- 
tations on future price increases need to be 
relaxed, Zhong said. If, after raising the retail 
prices of refined oil on October 26, the gov- 
‘ernment will raise the oil prices again in late 
November, the two oil giants may have more 
incentive to increase oil supplies. 

‘This will prove to be a major challenge to 
consider for related decision-making depart- 
ments, If they follow through with crude oil 
price fluctuations and raise refined oil prices 
again, consumers will complain and the 
government will fear repercussions from the 
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general public. But if they try to control the 
price, the oil shortage will not be stifled. 

Chen Kexin, chief analyst of the 
Distribution Productivity Promotion Center 
for China Commerce, thinks it is impossible 
to thoroughly solve the oil shortage anytime 
soon. Under the general conditions of short 
supply, together with the unpredictable U.S. 
dollar, prices of energy products such as 
diesel oil will most probably increase in the 
future. To the worldwide short supply and 
rising prices of energy products, China must 
make long-term preparations. 

Chen said since China is undergoing 
massive industrialization, urbanization and 
infrastructure construction, diesel oil and all 
other energy products will be in high demand. 
This high demand will not decrease in the 
short term and may actually continue for de- 
cades to come. 

To relieve diesel oil supply strains, the 
government should first rationalize the whole- 
sale and retail prices of diese! oil, and then 
open the wholesale and retail sector of refined 
oil and break any monopolies, Chen said 
It should also increase imports of diesel oil 
while curbing exports. More importantly, the 
government should encourage energy savin 
and eliminate backward production capacities. 
Cutting off electricity and stopping the flow of 
diesel oil and other resources to these compa 
nies would effectively cut off their lifeline and 
force them to shut down 


LIMITED 
PURCHASE: 

Ata gas station 

in Zhejiang 
Province, each car 
can buy 400 yuan 
($60.24) worth of 
diesel oil at a time. 
Many gas stations 
are limiting the 
amount of diesel 
oil customers 

can purchase 


According to estimates by C] Energy 
Ltd., the short supply of diesel oil may be 
relieved by the end of 2010. And due to in- 
creased transportation needs during the next 
Spring Festival in February 2011, the two oil 
giants, under pressure from the government 
and the public, will most likely relax their 
inventories to mitigate the oil shortage if only 
momentarily. 


Fragile reserves 

‘The frequent oil shortages in recent years 
reflect the fragility of the reserve system 
for refined oil in China. “At present, the 
strategic refined oil reserve is progressing 
slowly," said Mao Jiaxiang, Deputy Director 
of Sinopec's Economics and Development 
Research Institute 
jince 2003, China has been preparing oil 
reserve bases, The primary plan is to com- 
plete hardware facilities in three stages within 
15 years. The reserves include 10-12 million 
tons in the first stage and 28 million tons 
in the second and third stages respectively 
Facilities for the first stage are cu 
use, consisting of four crude oil reserve bit 
with an aggregate reserve capacity of 10 mil- 
lion tons. But all the reserves would last only 
30 days, whereas the internationally 
security line is 90 days. 

Ina proposal for the petrole 
chemical industry released in May 2009, the 
State Council said for the first time that it 
would “act promptly to establish oil reserves, 
accelerate the construction of reserve fucili~ 
ties and increase national oil reserves by 
grasping the present favorable opportunities.” 

The target is to raise the refined oil re- 
serve t0 3 million tons in 2009, 6 mi 
in 2010 and 10 million tons in 2015 

However, since the plan was somewhat 
vague, progress has been slow. And the target 
of 3 million tons for 2009 was not reached. 

“Oil companies have no incentive to 
increase commercial reserves. To increase 
strategic reserves, the government must grant 
favorable policies and financial support,” 
Mao said. 

Besides financial problems, another rea- 
son for the slow progress in oil reserves is that 
refined oil is easy to volatilize and deteriorate, 
so the oil depots must change oil proxlucts at 
regular intervals, which increases companies’ 
management difficulties. 

Liao Kaishun, an oil industry ana- 
lyst at Cl Energy Ltd., suggests that the 
government's future control of diesel oil 
exports should be under the precondition 
of strengthening the national strategic and 
commercial reserves of refined oil, In the 
meantime, refined oil reserves should be 
open not only to the two oil giants and state- 
owned enterprises, but also to more private 
enterprises, in order to diversify the storage 
ofoil, = 
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Rushing to 
Invest Overseas 


Chinese companies expand abroad to establish 
a global foothold in foreign markets 


By HU YUE 


ith deep pockets and eyes 
abroad, Chinese companies are 
looking to expand their foot- 
prints beyond China's borders. 

On November 1, the Ministry of 
Commerce (MOFCOM) released China's 
outbound investment development report 
for 2010, painting a favorable picture for 
corporate China's intentions to head over- 
seas. 

China's outward direct investment (ODI) 
grew 1,1 percent year on year to $56.53 bil- 
lion in 2009, compared with $2.8 billion in 
2003, the report said. 

‘The investing spree comes amid the un- 
precedented global recession that has forced 
nuultinationals to ease back on expansions. 
Global flows of foreign direct investment 
nose-dived 37 percent to around $1.1 trillion 
in 2009, said the United Nations Conference 
on Trade and Development. 

‘The wave has showed no signs of taper- 
ing off this year. From January to September, 
China’s overseas investments in non-finance 
cent from a year ago 
aid Zhang Xiaogiang, Vice 
Minister of the National Development and 
Reform Commission, at the opening ceremo- 
nny of the Second China Overseas Investment 
Fair in Beijing on November 2, 

In the latest of overseas investing, ap- 
pliance maker Guangdong Midea Holding 
Co, Ltd, on October I announced the ac 
quisition of a 32.5-percent stake in Miraco, 
ian air conditioner market leader in Egypt 
Midea is now the second largest share- 
holder of the Egyptian company and has 
gained access to Miraco’s products, brands 
and markets. 

Without a doubt, expansion-minded 
Chinese firms are quickening the pace of 
establishing a cross-border presence. Their 
solid financial grounding and a stron- 
ner yuan are paving the way for them to 
step onto the world stage. Moreover, the 
Chinese companies now have the cash to 
cherry-pick foreign assets, while belea- 
guered global giants detach themselves 
from failing businesses. 
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Merger and acquisition (M&A) deals 
accounted for 34 percent of the country’s 
ODI value in 2009, said the MOFCOM 
report. 

Policymakers have also recognized 
that going out is a much wiser strategy 
than staying home. “The government is 
sparing no effort to strengthen consulta- 
tion services and protection for the firms 
heading overseas,” said Chen Lin, Deputy 
Director of the MOFCOM Department 
of Outward Investment and Economic 
Cooperation 

China has reached bilateral investment 
protection agreements with 130 nations, 
and the MOFCOM investment promotion 
agency has tied up counterparts in 71 coun- 
tries and regions to beef up cooperation, 
said Chen. 

In addition, stiff efforts are also underway 
to enhance risk alarms and emergency re- 
sponses, as well as talent training about cross- 
cultural management, he sai 

While state-owned enterprises lead the 
tide of globalization, private players are 
quickly stepping up their games as well, 
noted Chen. 

One case in point is the Zhejiang-based 
Geely Automobile Holdings Ltd., which 
closed a deal in August to purchase the Volvo 
Car Corp. from Ford Motor Co. 

By expanding globally, Chinese compa- 
nies will make global names for themselves 
and help contribute to China’s economic 
recovery, said Chen Jian, MOFCOM Vice 
Minister. 

“But they still have a long way to go 
before catching up with established multina- 
tionals,” he said. “It will take time to bridge 
the gap in experience 

By the end of 2009, China’s accumulated 
ODI had amounted to $246 bi 
cule 1.3 percent of the world’s total, said the 
report 

The vice minister also dismissed rumors 
that the government handed out subsidies 
for state-owned enterprises to invest over- 
seas. “Their outbound investments are 
completely market-driven strategies.” he 
said. “The enterprises operate independent- 


ly and are responsible for their own profits 
or losses.” 


Accumulating resources 

The tide of overseas acquisitions was 
driven partly by China’s thirst for natural 
resources, The MOFCOM report said 24 
percent of the country’s ODI last year went to 
the mining sector 

In the first nine months of this year, China 
was responsible for 49 outbound mining and 
metal deals, soaring 108 percent from 
earlier, said a report by the international 
counting firm Ernst & Young. 

For instance, PetroChina, the country's 
largest oil and gas producer, has teamed up 
with Royal Dutch Shell Ple. to jointly ac- 
quire Arrow Energy Lid,,an Australian coal 
seam gas company. The two established a 
50-50 percent joint venture to pay 3.5 bil- 
tion Australian dollars ($3.1 billion) for all 
Arrow stock. 

“China's outbound M&A investment 
continues to be driven by the country’s need 
to secure reliable sources of raw materials 10 


RESOURCE HUNT: An employee of the 
Australian coal seam gas company Arrow 
checks the company's facilities. Arrow was 
purchased by PetroChina and Royal Dutch 
Shell Plc. earlier this year 
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VISIONS OF VOLVO: Li Shufu, Board Chairman of Geely Automobile Holdings Ltd., 
speaks at a press conference on March 28 after signing an agreement to purchase 


Volvo trom Ford Motor Co. 


support its rapid economic growth and ur- 
banization plans,” said Ernst & Young China 
mining and metals leader Peter Markey. 

“Competition for assets has become a lot 
tougher, and deals are no longer just about 
cash, but about what else an investor can 
bring to the deal,” said Ernst & Young global 
mining and metals leader Mike Elliott 

Elliot said the most successful Chinese 
companies in the M&A market this year 
understand this and have used access to debt 
finance, new technologies and equipment and 
supplies with lower operating costs as addi- 
tional incentives. 

Although China's current focus is 
mostly on countries with low political risk 

said he has seen investor intere: 

shifting to new regions like Latin America 
and Africa 

“Mining asset prices in developed 
countries like Canada and Australia have 
been bid up, which means assets in some 
higher-risk, new-mineral countries are of 
good value, providing a great opportunity 
for Chinese companies looking for lower- 


A welcomed trend 

As Chinese firms try to widen their geo- 
graphic scope, their efforts are being warmly 
greeted by the rest of the world, Many fi- 
nancially distressed Western companies are 
expecting that Chinese buyers will come to 
their rescue. Most importantly, the Chinese 
investments came as a powerful boon to boost 
local employment and tax revenues, said Vice 
Minister Chen, 

Chinese companies generated $10.6 bil- 
lion in tax revenues and created 438,000 jobs 
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outside China in 2009, said the MOFCOM 
report. 

Among the most ambitious firms was the 
Suntech Power Holdings Co. Ltd., China’s 
largest solar panel maker. In early October, 
it launched its first U.S. manufacturing plant 
in Arizona and it plans to create more than 
1,000 local jobs in the United States where 
the employment landscape remains bleak. 

“We are on the way to grab a 20-percent 
market share of the burgeoning U.S. solar in- 
dustry this year, up from 15 percent in 2009,” 
said Shi Zhengrong of Suntech. 

Besides this, Chinese investments have 
played a significant role in accelerating 
infrastructure construction and resources 
development of target countries, as well as 
improving living conditions of local resi- 
dents, said Vice Minister Chen. 

Since 2000, Chinese companies have 
built around 70 million square meters of 
houses, 60,000 km of railways and power 
generating units with an installed capacity of 
3.5 million kw in Africa. Meanwhile, China 
has extended $1 | 2 billion in credit to African 
countries in the past decade. 

In another move, the China National 
Petroleum Corp. made headways into oil ex- 
ploration in Sudan. The company now boasts 
more than 3,000 km of oil pipelines and an 
annual refining capacity of 5 million tons in 
the African country. Those projects helped 
establish a modern oil industry in Sudan and 
injected fresh steam into the local economy, 
said the vice minister. 


No guarantees 
While Chiness 
up their deal-m: 


firms continue revving 
1g machines, their suc- 


cess is far from guaranteed. Managerial 
expertise and cultural sensitivity needed 
to build a global scale cannot be achieved 
overnight. Regulatory hurdles are also 
casting an ominous shadow over their pros- 
pects. 

A painful lesson was learned from the 
headline failure of Chinalco's $19.5-billion 
investment proposal with Australian miner 
Rio Tinto in June 2009. 

Of the failed deals worth at least $300 
million since 2005, some 65 percent were 
due to foreign regulation, 9 percent to an 
unfavorable market environment and 4 
cent to higher bid prices of competitors, 
the MOFCOM report, And quite often, the 
target assets are just too difficult to run for 
Chinese managers with little cross-border 
experience, it added. 

The Chinese machinery manufacturer 
‘Tengzhong stunned the world last year 
when it proposed to buy the road-hogging 
Hummer brand from GM. But given its 
inexperience with auto-making, suspi- 
cions proliferated about how it could turn 
around a brand that even GM failed to 
rescue 

“Outbound investment needs to be tied 
closely to the corporate strategy and the 
fundamentals of the business at home. This 
is a basis for target identification,” said 
Honson To, partner in charge of transac- 
tions and restructuring at KMPG China. 
“An internal ability to fully understand 
and assess a potential (arget is a hallmark 
of world-class deal making and something 
that many Chinese companies are still de- 
veloping.” 

‘The good news is there appears to be an 
increased deal-making prowess on the part 

- Many have started 


ply gathering core technologies, 
Xing Houyuan, a senior researcher at the 
Chinese Academy of International Trade and 
Economic Cooperation, a think-tank affili- 
ated with MOFCOM. 

Among the most visionary investors was 
Beijing Automotive Industry Holding Corp. 
(BAIC), the fifth largest automaker in China, 
In December 2009, it paid $200 million for 
imellectual property rights to certain sedan 
models from Saab, a premium Swe 
brand. The deal, coming as a bos 
Chinese company in pursuit of its own brand 
models, is expected to save it five to six years 
of research. 

Chinese companies are increasingly 
hunting down opportunities before the re- 
covering prices put their target assets out of 
reach, said Xing. 

But they must have a clear long-term 
strategy and should fully understand the 
larget customers, as well as the local legal 
environment, she said. = 
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Thoughts on the ‘China Model’ 


As China stunned the world with its successful growth and economic momentum during the past decade, 
its development model, dubbed the “China Model” by some scholars, has become the center of attention 


round the world. So what is the “C. 


a’s economic reform 
iter 


as Chi 


Beijing Review: Your new book 
China Model Never Exists was published 
in Taiwan recently. What do you think 
about the “China Model?” 

Chen Zhiwu: No one has been able 10 
provide an accurate definition of what the 
“China Model” is. If we call the system 
now being practiced in China the “China 
Model,” then this model is indeed special in 
some respects 

Tthink it has at least two major charac 
teristics 

First, the Chinese Government has 
strict control over the country’s economic 
resources and the access to financial indus- 
tries. Through state ownership, state-owned 
enterprises, land and resources all fall under 
the supervision of the Central Government 
Various levels of Chinese authorities have 
much tighter control over economic re- 
sources than Japan and the United States. 

Second, China's political system reform 
has lagged behind its economic reform, and 
no substantial political reform has occurred 
during the last three decades 

Right now, | think we need to make it 
clear that it’s too early to decide whether a 
system works properly or not with only 30 
years’ experience. 


What are the major problems facing 
China’s economy today? 

First, China relies too heavily on im- 
ports and exports, which has concerned 
U.S, President Barack Obama and the U.S 
Congress and served as one of the hot topics 
of discussion during the recent mid-term 
elections in the United States. In spite of 
the pressure from the outside, China should 
downsize its imports and exports. The cu 
rent growth model driven by excessive 
exports isn’t sustainable. 

Second, China also relies too much on 
investments. According to my own calcu- 
lations, China's fixed-asset investment in 
1980 was equivalent to the annual dispos- 
able income of 200 million urban residents. 
But, fixed-asset investment in 2009 equaled 
to the annual disposable income of 1.2 
billion urban residents. It is justifiable to 
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nd the yuan exchange 


say that China needs such a large scale of 
fixed-asset investment 10 years ago. If it 
still counts on fixed-asset investment to 
power economy in the coming five, 10 or 
20 years, the growth model can’t be consid- 
ered sustainable. After all, the final goal of 
economic development is to raise people’s 
living standard 

The third problem is the slow increase 
in private consumption. Excessive dept 
dence on investment and exports certainly 
means that growth in private consumption 
isn't fast enough to become a major engine 
of China’s economy 

Now, the three problems are just 
symptoms. The root cause lies within the 
economic system 


So, what are problems within the sys- 
your opinion? 

irst, the right to tax has not been 
brought under substantial supervision 


\ INSTITUTE 


tem 


CHINA INSTITUTE 


CHINA INSTITUTE 


1a Model” and does such a model indeed exist? Chen Zhiwu, a 
finance professor at Yale University’s School of Management, offered his views on these que: 
ate dispute between the United States and China, 
w with Beijing Review reporter Chen Wen in New York. Edited 


‘ions as well 


cerpts follow: 


Premier Wen Jiabao once said that the ke: 
to political reform is supervision and re- 
strictions on power. It sounds abstract, but 
actually it’s not 

Take some specific issue as an example 
Should part of the income and property of 
enterprises and residents become govern 
ment assets by taxation? Since the country 
doesn’t have strict restrictions on the right 
to tax, fiscal revenue has tripled during the 
past several years, the proportion of govern- 
ment income in the GDP has increased, but 
the proportion of residents” income in the 
GDP has decreased 

‘The direct result is the proportion of 
private consumption in the GDP dropped 
from 69 percent in 1952, to 45 percent in 
1978, and to only 35 percent in 2009, In 
sharp contrast, the proportion of govern- 
ment expenditure in the GDP increased 
from about 16 percent six decades ago to 30 
percent in 2009. To develop the economy 


CHINA | 


hutpee ww jreview cmt 


in a balanced way, China should let more 
money flow into ordinary people's pockets 
to allow more space for private consump- 
tion to grow. 

Second, state-owned assets’ propor- 
tion of the total social wealth is too great. 
According to my preliminary estimate, 
70 percent of China’s property rights be- 
long to various levels of the government, 
Since the government owns a majority of 
the total wealth, the government benefits 
much more than the residents from GDP 
growth, 

To be frank, this state ownership played 
a very positive role in the past, Since 1978 
(when the country adopted the reform 
and opening-up policy), it has enabled the 
Chinese Government to accelerate industri- 
alization and infrastructure construction by 

i ‘ary economic resources. 
standing at the point of 
change. More wealth should be distributed 
to the ordinary residents and more benefits 
of economic growth should be enjoyed by 
Chinese families, Otherwise Chinese econ- 
omy’s reliance on exports and investment 
will be hard to change. 

Finally, more measures should be taken 
to strengthen the protection of workers’ in- 
ferests and welfare, and raise their income. 


What do you think about the Sino- 
USS. trade relation and their dispute over 
the yuan exchange rate? 

When I first came to the United States in 
1986, the trade surplus from Japan was the 
talk of the town in the country, Presidential 
candidates, senators and representatives all 
used decreasing the Japanese trade surplus 
as their campaign rhetoric. When China 
took the place of Japan as the world’s major 
manufacturing exporter in the 1990s, China 
also became the target of politicians in the 
United States and some other developed 
countries. 

During the mid-term election this year, 
USS. president, the Treasury secretary and 
candidates for the House and Senate have 
all had something to say about the yuan ex- 
change rate and trade surplus to put pressure 
on China, Well, this is really what polities is 
all about—it’s a blame game, 

Also, the United States and other econo- 
mies have been impaired by the financial 
crisis in the past two years, But before 2008, 
the USS. trade deficit might not become such 
a big political issue. Weakened by the fi- 
nancial crisis, the United States is suffering 
from an unemployment rate as high as 10 
percent, which, to some extent, has re-ele- 
vated the politicized Sino-U.S. trade issue 
to a new height. U.S. pressure on China 
Would not be as great if the financial crisis 
had not happened, or if unemployment right 
now were lower. a 
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Teeming With Liquidity 


Feeling the pressure of the U.S. second round of 
quantitative easing, the Chinese market is again plagued by 
excess liquidity. Consumer prices are running high and 
property prices have exceeded pre-crisis levels. But the 
situation is far from hopeless, as Zhang Monan, a researcher 
at the State Information Center, pointed out three ways to 
contain the liquidity in an article on The Beijing News. 
Edited excerpts follow: 


‘Rampant liquidity is staging a comeback, facilitated by the central bank’s mas- 
sive cash injection and the large scale of greenbacks being printed by the United 
States. 

Faced with these sweeping issues, we must ask ourselves the following ques- 
tions. 

‘The first question is how we should view this excess liquidity. Excess liquidity 
means the amount of capital in production, investment and consumption is much 
‘smaller than the amount of money in the virtual economy, like the financial market 
and financial institutions, 

Second, we have to ask ourselves how much liquidity we actually have in 


” China? Statistics show China’s economic scale has reached $5.5 trillion. By the 


end of 2010, the amount of money stock will have reached $10 trillion, The broad. 
money supply far exceeds that of GDP. By the end of September this year, the 
broad money supply had totaled 69.64 trillion yuan ($10.48 willion), twice that of 
the GDP in the first three quarters of this year —26.87 trillion yuan ($4.04 trillion). 

It shows that money is not being used efficiently and is disproportionate with the 
real economy, 

Worse still, many countries are putting excessive amounts of money into the 
markets, and not just their own markets, but foreign ones. China's skyrocket- 
ing foreign reserves have become the most important factor affecting its money 
‘supply. In the first three quarters of this year, the amount of outstanding foreign 
reserves grew $249 billion, the equivalent of dumping 1.6 trillion yuan ($240.7 
billion) into the Chinese market. Therefore, foreign governments’ excess money 
‘supply is putting China’s economic stability at risk. 

In the future, the biggest challenge for the Chinese economy will be liquidity 
This is where the third question comes in: How will we manage the liquidity ri 

In my opinion, there are three ways to cope with this dilemma. 

‘The excess liquidity must be absorbed. Fundamentally, the effective absorp- 
tion depends on whether we have enough financial investment tools, channels 
and methods. In addition to the development of the capital market, we should also 
strive to develop a “financial asset pool” of bond assets, stock holdings, life insur- 
ance and pensions. 

‘We should also expand investment channels for private investors so that the 
huge amount of surplus social capital and newly added credit can be directed into 
the real economy. In particular, the government should encourage the idle capital 
‘Wenzhou, Zhejiang Province—the boomtown of private economy —to invest in 
industrial sectors or startup enterprises. 

At the same time, the government should also intervene in the money market 
‘on a large and sustained scale. In other words, it should take advantage of the sov- 
ereign wealth fund or other financial stability mechanisms to accumulate foreign 
currency assets. It can not only offset the negative impact of the excess inflow 
of foreign currencies, but also balance domestic liquidity, which will turn capital 
advantages into economic advantages. = 
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TO THE POINT: For two straight quarters, China has replaced Japan as the 
world’s second largest economy, but experts believe the Chinese economy 
is not without its flaws. The country remains a favorite destination for foreign 
investors as FDI pours in. China remains the largest foreign holder of U.S. 
Treasury securities. The auto market continues to burst with vitality as vehicle 
sales pick up across the nation. Chinese steelmakers are facing some serious 
headwinds as costs rise eats into their profits. PC giant Lenovo fares well, with 


quarterly profits soaring. 


By HU YUE 


Big But Not Strong 


For two consecutive quarters, China's 
GDP has climbed higher than that of Japan, 
making the Chinese economy the second 
Jargest in the world. 

‘The Japanese Government on November 
15 reported the country’s GDP at $1.37 
trillion in the third quarter, compared with 
China's $1.42 trillion. Japan still leads with 
$3.97 trillion for the January-September 
period. But if the current pace of growth con 
tinues, China is expected to surpass Japan for 
the entire year of 2010, 

China's leap past Japan is a reflection 
of the former’s economic boom in the past 
decades, said Guo Tianyong, Director of 
the Research Center of China's Banking 
Industry at the Central University of Finance 
and Economics. 

However, this success is far from guaran- 
teed since China’s economy faces a number of 
problems, such as its over-reliance on invest- 
ments and environmental pollution, he said, 

Learning lessons from Japan, China 
should expand domestic demand and step up 
its clampdown on asset bubbles, said Guo. 

China still has a long way to go toward 
prosperity as its per-capita GDP is only 
$3,800, ranking 108th in the world, said 
Zhao Xijun, Deputy Director of the Financial 
and Securities Institute at the Renmin 
University of China. 

Meanwhile, efforts are also needed to 
bolster the country's technological expertise, 
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innovation capacity, brand competitiveness 
and education, he said. 


FDI Momentum 


China has maintained its appeal to for- 
eign investors despite a slowdown in the 
macroeconomy. 

The country received $7.66 billion of 
foreign direct investment (FDI) in October, 
up 7.86 percent from a year ago, said the 
Ministry of Commerce (MOFCOM). This 
was the ISth consecutive month of growth, 

The October figure brought the amount 
for the first 10 months of the year to $82 
billion, surging 15.71 percent year on year. 
From January to October, a total of 21,181 
foreign-funded companies were approved, 
an increase of 16.62 percent over the previ- 
ous year. 

As the Chinese economy takes off, 
many foreign investors have focused on the 
Chinese market, instead of exports back 
to their home countries, said Yao Jian, a 
MOFCOM spokesman on November 16. 

Meanwhile, 2 growing stream of FDI is 
shifting from the manufacturing industry to 
the service sector, he said. From January to 
October, 45 percent of the FDI went to the 
service sector, while 47.6 percent went to 
manufacturing industry. 


Adding U.S. Assets 


China in September increased its hold- 
ings in U.S, Treasury securities for the 


third cons 
$883.5 billion, said the U.S. Department of 
Treasury. 

China remains the largest foreign holder 
of US. Treasury securities, ahead of Japan, 
Which increased its holdings by $28.4 billion 
in September to $865 billion. Total holdings 
of Treasury securities by all foreign countries 
amounted to $4.269 trillion, an increase of 1.3 
percent from the previous month, 

‘The securities are key to funding the 
massive U.S. budget deficit that reached a 
dizzying $1.29 willion in the 2010 fiscal year 
ending on September 30, slightly down from 
the record $1 42 trillion deficit set in 2009, 

Economists believe the U.S. Treasury 
securities are stil a relatively safe home for 
capital given clouds gathering over the glob- 
al economy. For China, itis also an effective 
channel of investment for the country's trade 
surplus, said Jiang Shu, a senior analyst at 
the Industrial Bank Co. Ltd. 


Hot Wheels 


Despite a slowdown in the macroecon- 
omy, Chinese automakers are basking in the 
glow of a sales boom. 

Vehicle sales across the nation grew at ro- 
bust 25.5 percent in October from a year ago 
to reach 1,54 million units, said the China 
Association of Automobile Manufacturers 
(CAAM). 

‘The October figure brought sales in the 
first 10 months to 14.7 million units, com- 


uutive month by $15.1 billion to 
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Numbers of the Week 


340 billion kwh 


China's power consumption in October rose 8.5 
percent from a year ago to reach 340 billion kwh, 
said the China Electricity Council on Novernber 16. 


786 billion yuan 


China's fiscal revenue in October rose 14.8 percent 
year on year to 786 billion yuan ($118.4 billion), said 


the Ministry of Finance. 


pared with 13,65 million for the entire year 
in 2009, 

The market euphoria is expected to con- 
tinue as dealers step up year-end promotions, 
said Xu Yingbo, an analyst at the CITIC 
Securities Co. Ld. 

Customers may also rush into show- 
rooms before the favorable tax policy expires 
at the end of this year, said Xu, 

China allowed buyers to pay only 7.5- 
percent tax for purchases of cars with small 
engine displacements (less than 1.6 liters) 
in 2010, But it remains unclear whether the 
policy will be continued next year. 

While the Chinese market thrives, 
their foreign counterparts are struggling to 
recoup losses. The October vehicle sales 
in Germany and Japan nose-dived 20 
percent and 26.7 percent from a year ago, 
ively, But the U.S. market seems 
king up from its slumber. Its 
October sales jumped 13 percent as buy- 
ers gained confidence in the economy and 
new models lured them into dealerships. 


Steelmakers’ Pains 


After a strong start to 2010, Chinese 
steelmakers lost ground in the third quarter, 
raising red flags for the rest of the year since 
they are expecting to be hit by anemic de- 
mand and costs rise. 

China Iron and Steel Association (CISA) 
zed steelmakers 
raked in a combined profit of 5.8 billion yuan 
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MEASURES AGAINST INFLATION: Vendors prepare thei 
for sale in Lianyungang, east coastal Jiangsu Province. The city 
has increased supplies to curb further vegetable price increases 


($865.7 million) in September, diving 20.25 
percent from a year ago. The September 
figure brought the third-quarter total profits 
to 12.5 billion yuan ($1.9 billion), compared 
with 21.7 billion yuan ($3.2 billion) in the 
January-to-March period. 

From January to September, 10 steel- 
makers were in the red with losses totaling 
24 billion yuan ($358.2 million), said the 
association. 

The industry now faces some chilly 
headwinds due to falling exports and lack- 
luster domestic demands this winter, said 
Luo Bingsheng, Deputy Director of the 
CISA. 

The Chinese Government canceled ex- 
port rebates for 406 items, including certain 
steel products, effective as of last July 15. 

But the biggest concern was soaring iron 
ore prices that are eating into profits. China's 
CIF (cost, insurance, freight) prices of iron 
ore imports averaged $121.7 per ton in the 
first nine months, surging 56 percent year on 
year. Global miners this year forced through 
a new quanerly pricing system for the vola- 
tile spot market. 

Pricing negotiations for 2011 have 
already started, and China will push for a re- 
tum to the old benchmark system of annual 
contracts, said Luo. 

But China lacks some bargaining 
power since the world's biggest three 
miners—Vale, Rio Tinto and BHP 
Billiton—have monopolized global sup- 
plies, said Xu Xiangchun, a senior analyst 


vegetables 


at Mysteel.com, a steel information ser- 
vice Company based in Shanghai. 


Lenovo Cashes In 


Chinese PC maker Lenovo generated 
$76.58 million in net profits in the fiscal 
quarter ending on September 30, soaring 
44.2 percent year on year. Its global sales 
jumped 41 percent year on year to $5 
lion. 

The world’s fourth largest PC firm suf- 
fered a string of quarterly losses in 2009, 
leading to painful job cuts and corporate 
restructuring. It also refocused its efforts on 
China and other emerging markets, a strat- 
egy that appears to have paid off. 

Lenovo said its China sales surged 32 
percent to $2.6 billion, accounting for 46 
percent of global revenues. Its market share 
stood at 28.8 percent, up 2.3 percentage 
points from the previous year. 

In other emerging markets, PC ship- 
ments skyrocketed 185 percent in Russia, 
68 percent in Latin America and 60 percent 
in India, Its business in the mature markets, 
much of which was inherited from IBM, also 
retumed to the black as spending by corpo- 
rate customers picked up. 

“We have good momentum t 
growing, especially outside China 
‘Yang Yuanging, CEO of Lenovo. 

“We will also look for merger and acqui- 
sition opportunities in the sector,” said Wong 
Wai Ming, CFO of the company, = 
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Hotel for Health 


What words can be used to describe a 
five-star hotel? Comfort, luxury, delicious 
food, good service and much, much more. 
During short stays in a hotel, customers may 
not pay attention to whether the dishes are 
healthy, whether the air in the rooms is fresh, 
or whether the pillows and mattresses are 
g00d for your back. 

But in an age when people have a new 
understanding for health, a hotel is no longer 
just a room for sleeping and eating in—it’s a 
healthy experience. Invested by the People’s 
Medical Publishing House, Radegast Lake 
View Hotel is the first health theme and 
exhibition hotel in China, Though it cannot 
provide medical treatment as hospitals do, it 
is dedicated to offering customers a healthy 
environment, healthy food as well as services 
and ideas of health through perfect integration 
of health and fashion, 


Healthy food 

According to traditional Chinese medi- 
cine, some herbs are both medi: 
edible, which has resulted in the establish- 
ment of medicated diet. Green Restaurant 
of Radegast Lake View Hotel specializes in 
extending new ways of cooking to mix the 
ingredients of fresh herbs with traditional 
Chinese food. 

Chef Wang Youhong is also a senior 
technician from the Institute of Medicinal 
Plant Development affiliated with the 
Chinese Academy of Medical Sciences and 
Peking Union Medical College. Deeply en- 
grossed in research of a medicated diet, Wang 
designed many dishes for Green Restaurant. 

Cooked with fresh and pollutant-free 
herbs from the Institute of Medicinal Plant 
Development, dishes of Green Restaurant 
may not smell of medicine, but are delicious 
and good for your health. During different 
the restaurant also designs differ- 
uitable for different seasonal 


Besides Green Restaurant, Radegast 
Lake View Hotel also offers other food and 
beverage choices. Royal Chinese Restaurant 
provides authentic Cantonese cuisine and 
fine local cuisine made by a famous chef 
from Hong Kong in an elegant environment 
with 11 private dining rooms. Lakeside Café 
presents the classic and finest French and 
Mediterranean cuisine, contemporary a la 
carte menu and creative intemational buffet 
The all-day dining restaurant accompanied 
by elegant decorations is a truly delightful 
experience. With the combination of Chinese 
modem and simple decoration styles, a 
selection of wines, beverages and gourmet 
snacks, the Lobby Lounge is the perfect 
venue for a casual cocktail and great conver- 
sation, 


Healthy rooms 

Sitting beside Beijing's Longtan Lake, 
the 307 comfortable and elegant guestrooms. 
of Radegast Lake View Hotel have beautiful 
views. Opening the window, customers will 
see the beautiful Longtan Lake, not an end- 
less flow of traffic—which is extremely rare 
for a five-star hotel in downtown Beijing. 

The beddings are of high quality. The 
high-class mattresses are in keeping with 
human mechanics, and the cotton bedclothes 
provide cloud-like comfort. In the rooms, 
customers will have various choices of pil- 
lows. And after customers select a pillow 
type, the hotel will remember their choice for 
future stays. 

To ensure fresh air, the hotel adopts pho- 
tocatalyst technologies to clean the air. It also 
offers pure tap water that is ready and clean 
enough to drink. The guestrooms also come 
with books on maintaining a healthy lifestyle 
for people traveling. 


Healthy services 
As a hotel with a health theme, 
Radegast Lake View Hotel establishes 


health files for its customers. With these 
health files, the hotel provides personalized 
health services according to different health 
conditions for each and every customer. For 
example, if a customer has allergies, the ho- 
tel will select a room with good ventilation 
for him or her; if a customer has cervical 
spondylosis or insomnia, the hotel will 
select a suitable pillow for him or her: if a 
customer suffers from indigestion, the hotel 
will suggest digestible dishes. 


Healthy leisure 

With traditional Chinese decorating 
styles, the China House offers an elegant 
environment for customers to explore typi 
cal Chinese culture such as lyre, chess, 
books and paintings while enjoying great 
Chinese tea. 

On the top floor, the Radegast Executive 
Lounge presents a variety of culinary styles 
and finesse food, where customers can 
observe the Longtan Lake Park with a won- 
derful natural landscape. In the lounge there is 
a unique study room with traditional medical 
books and Chinese classics to help customers 
explore Chinese culture. 

Covering an area of more than 5,000 
square meters, the Royal Palace Recreation 
Center is equipped with the newest exercise 
facilities and indoor swimming pool as well 
as Spa, sauna, hairdressing facilities and bil- 
liards room, In front of the swimming pool, 
there is a hot tub, where customers can feel 
refreshed after a day's hard work. 


Conference facilities 

‘The Convention and Exhibition Center, 
offering more than 8,000 square meters 
of conference and event space, includes 
Harmony Grand Ballroom, a magnificent 
Conference Hall and 22 additional meeting 
rooms. The center is equipped with simul- 
taneous interpretation facilitie 
conference equipment. a prof: 
tion booth, WiFi Internet acces: 
meeting screen, new-generati 
system and the latest audio-visual 
ILis the ideal venue for large international 
conferences, special dinners, entertainment 
theme banquets and social events. m= 
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CHRISTMAS CHARITS 
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ITH CHOICE OF MAIN COURS! E SERVED 


Friday, 24th December, 2010 
Time: 19:00 23:00 
Venue: Ariva Cafe, 1st F 


« Exclusive Gala Buffet with seafood, chicken and beef 
~ An extended variety of hot and cold classical dishes 
and live cooking station 

« Band performance 

« Lucky draw with valuable prices 

« Complimentary soft drink, wine and beer 

» Scholarship award ceremony 


RSVP :+(86)10 8266 9999 ext 5905 


Reena wee 
: ARIVA 


ARIVA BEVING WEST HOTEL & SERVICED APARTMENT 
LHSBLESHGRRSAR 
‘96 Haidian Road South, Haidian District, Beijing 100080 P.R China 
PRLMPSLERLHBSS AW. 100080 
t:+(86) 108266 9999: +(86) 10 8265 2282 
“Wales Winnie Gann 


even wil help benelit ape kids from CAI (www.cai-china.org) 
DCAULREA 2 PFAY Cwww.cai-china.ong) O48 Ti. 


ES LIFESTYLE / ENTERTAINMENT 


Mickey Finds a New Home 


The first Disneyland on the Chinese mainland is expected to open in 2014 


By YU LINTAO 

na few years, the Chinese will no longer 
Je= to go abroad or to Hong Kong to 
‘meet their cartoon idols, Mickey Mouse 
and Donald Duck 

On November 5, an agreement between 
the Walt Disney Company and the Shanghai 
Shendi Group (SSG) on the building of 
a Disneyland in Shanghai was officially 
signed, The Shanghai fun park will be the 
fourth Disney theme park outside the United 
States besides Paris, Tokyo and Hong Kong. 


Huge project 

The whole project, which is to cover 1.16 
square km, will be the largest Disneyland 
in the world, said He Jianmin, Director of 
the Tourism Department of the Shanghai 
University of Finance and Economies, which 
participated in the appraisal of the project. 

The construction will be divided into 
three phases. The first phase, including a 
nearly 1-square-km theme park area, is to 
involve an investment about 25 billion yuan 
($3.68 billion) and is planned for completion 
around 2014. After it opens, the number of 
tourists is expected to add up to 10 million 
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every year, while the total tourists visiting 
the whole park will be 30 million annually, 
He said. 

Water will be one of the main features of 
the first phase of the Shanghai Disneyland. 
A 0,39-square-km lake will be built in the 
first phase, which will take up a sizeable 
proportion of the entire park. It will be used 
as a base for water recreation activities and 
transportation. 

In the northeast of the lake, a 7,000- 
square-meter artificial island will be built. On 
the north side of the lake are spaces for the 
construction of a public transportation hub, 
entertainment facilities and hotels, A river 
which will surround the park has been under 
construction sinee October. As a whole, the 
park will present to tourists an impression of 
a water world 

The section to be built in the first phase 
will focus on the theme of a magic kingdom, 
It will include five different theme areas. 

A 20-square-km Shanghai International 
Tourism Resort will be built to surround the 
theme park. A joint venture set up in August 
by Disney and the SSG will be in charge of 
operating the Shanghai theme park. 


A special Disneyland subway line is to 
be built to link the fun park with the urban 
area of Shanghai 


Long-awaited 

From the idea of cooperation to the for- 
mal signing of the agreement, both parties of 
the park’s construction have waited for more 
than a decade. 

Walt Disney was the first big U.S. en- 
tertainment company to have access to the 
Chinese market, In 1986, the China Central 
Television (CCTV) and Walt Disney signed 
an agreement to air the Mickey Mouse and 
Donald Duck cartoon series in China. Since 
then, Disney has had wide-range cooperation 
with its Chinese business partners in areas 
such as movies, TV and Disney brand prod- 
uct promotions and sales. 

With the success of the cartoon series, 
the idea of building a Disney theme park in 
Shanghai struck the then city leader 

A decade-long negotiation between the 
two sides began. But, Disney was cautious 
about site selection, the first Disney theme 
park in China opened in Hong Kong in 2005. 

The establishment of Hong Kong 
Disneyland made negotiations between 
and Disney much harder, There 
¢ debate centered on whether a sec 
ond Disneyland was needed in C} 

“If a Shanghai Disneyland is built, it is 
tain many mainland tourists would choose 
Shanghai instead of Hong Kong,” He said. 
This became a major barrier to negotiation. 

As early as 2000, Xu Kuangdi, then 
Mayor of Shanghai, said 100 million richest 
Chinese lived in the Yangtze River Delta 
where Shanghai is located, and they them- 
selves could sustain a Disney park. They 
also wanted it, To this end, the Pudong New 
District reserved a piece of land for a theme 
park for more than 10 years, said professor 
He. 

In the next 10 years, with the rapid eco- 
nomic growth of China, Shanghai rose to 
be a financial center and the consumption 
capacity of the Chinese also became greater 
which increased the feasibility of building 
another Disney theme park in China 

In 2009, Shanghai of said the city 
‘was fully prepared to host a Disneyland. 


Driving a new economy 

Disneyland will become a new engine 
for Shanghai to power its economy in the 
wake of the World Expo. It is estimated 
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when Disneyland is built, it will provide 
50,000 new jobs. The fun park is also 
expected to attract around 80 percent of 
mainland tourists, as well as part of the tour- 
ist flow from other Asian countries. 

Zhu Lianging, a researcher from the 
Shanghai Academy of Social Sciences, says 
the Disneyland project will bring the area 
huge benefits. The project will boost eco- 
nomic development in Shanghai and benefit 
many sectors, including real estate, tourism, 
retail, and the animation industry. 

Many people living in areas adjacent 
to the planned park think when the park is 
completed and with the improvements to 
transport systems, the value of their proper- 
ties will rise considerably. 

Yang Yu, a research fellow with 
the Development and Reform 
Commission, said in an interview with 
CCTV the park would not only lift the value 
of nearby real estate and boost tourism but 
would also be helpful in transforming the 
city’s economic structure, which would 
move from depending mainly on manu- 
facturing to service industries. During this 
transformation, the city still needs com- 
petitive brands and products. So building a 
Disneyland is an important step for the city 
to realize this purpose. 


Concerns 

Although there were low construc! 
costs and millions of domestic tourists 
expected, and experience based on the 
ions of the other five Disney theme 


ope 
parks could help Shanghai Disneyland 


id, the fun park still needs to further 
reduce costs of construction and operation 
and introduce new attractions to ensure 
making prof 

Setting the prices of tickets is also cru- 
cial. A questionnaire done by the Shanghai 
Morning Post shows ticket prices concern 
tourists the most, Ninety percent of the re- 
spondents said the price would be acceptable 
if it was 400 yuan ($61) or below. Other 
matters that concerned respondents were 
transportation and operation times. 

“Lam really looking forward to the 
Shanghai Disney theme park. We are a 
generation that grew up watching Disney 
cartoons. Even now, I like Mickey and 
Donald Duck very much,” said Zhao Jingna, 
a 29-year-old white collar worker in an edu- 
cation service company in Beijing. 

But not all have great expectations for 
the park. Zhang Xiaoli, a postgraduate at 
Beijing Language and Culture University, 
said ticket prices were too high for a student, 
even at 400 yuan. 

Disneyland will also encounter compe- 
tition from domestic amusement parks in 
China such as Happy Valley, an entertain 
ment theme franchise which has opened in 
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Beijing, Shanghai and Shenzhen. Happy 
Valley has developed rapidly in recent years 
in the domestic market and is loved by a 
great number of tourists. Its ticket price is 
much lower than the average price of Disney 
parks. 

The entry of Disneyland will bring about 
pressure on the domestic popular culture 
industry. The cooperation agreement also au- 
thorized the joint venture to produce cartoon 
movies and TV shows. These will promote 
both the Disney brand and the Shanghai 
park. It is also to publish a Disney-branded 
magazine. The agreement also calls for the 


Disneyland in Hong Kong @ 


joint venture to authorize local manufactur- 
‘ers to produce Disney-branded toys in China 
and sell them internationally 

But many Chinese from popular culture 
and entertainment industries are not overly 
worried about the impending competition. 

“The entry of Disneyland into China 
provides a good opportunity for the Chinese 
animated movie industry to learn, Disney has 
first-class ideas and experience in animated 
movie making, which is what the Chinese 
animation industry needs to learn,” said 
Zhou Ying, who works at the Cartoon and 
Animation Industry Base in Shanghai. = 
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SEM LIFESTYLE/ MUSEUM 


National Treasures 


The Palace Museum signs a five-year cultural 


cooperation contract with the Louvre Museum 


ee 


ESSENCE OF CULTURES: 
The Louvre Museum Napoleon | Exhibition is 
held in the Palace Museum in Beijing in 2008 


BY ZHOU XIAOYAN 


The antiquities collected in the Palace 
Museum in Beijing will be exhibited in the 
Louvre Museum next year. This was part of 
the content of a five-year cooperation con- 
tract signed between the two museums at the 
beginning of November in Franc 

Under the newly signed contract, the 
exhibition will be held from September 
to November next year, and about 140 
national level treasures of China will be 
displayed. Centering on cultural relics from 
the period of Emperor Kangxi (1654-1722) 
and Emperor Qianlong (1711-1799), the 
exhibition will introduce life in the pala 
of China’s Ming and Qing dynasties (1368- 
1911) to European visitors. 

It will be the first time for collections of 
the Palace Museum to be exhibited in a ma- 
jor Western museum, and the preparation for 
the exhibition started more than two years 
ago, said Li Ji, Deputy Curator of the Palace 
Museum. “The Louvre Museum does not 
have a category for East Asian antiquities 
But it has made an exception for the Palace 
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Museum by holding a large exhibition next 
year,” he said. 

The Palace Museum receives 11 million 
tourists a year while the Louv 
ceives 8 million, How to balance tourist flow 
and protecting cultural relics is an issue that 
worries both museums, said Li 

As symbols of two major cultures in the 
East and the West, the cooperation between 
the Palace Museum and the Louvre Museum 
has gone beyond cooperation between the 
two museums, but closer contact of the two 
nations, he said. 

Both sides emphasize increasing coop- 
eration on public shows and building visitor 
flow in the newly signed contract. In the next 
five years, the two repositories of national 
treasures will cooperate in joint exhibitions, 
protection of cultural antiquities and website 
construction, said the department in charge 
of foreign affairs of the Palace Museum 

Henri Loyette, Director of the Louvre 
Museum, said both museums used to be roy- 
al residences and have witnessed the history 
of the country. The two museums agreed 
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to deepen the cooperation with a variety of 
ways of collaboration. 

“We are really glad to see t 
tion between the two museums, They now 
sign a contract every five years and have 
a long-term cooperation pattern, Also on 
November 28, members of the Louvre 
Museum will come to China to have joint 
exhibition together with the China Central 
Academy of Fine Arts,” said Sebastien 
Cavalier, Cultural Attache of the French 
Embassy in China. 

It is not the first time that the two mu- 
seums have cooperated. As the largest 
muscums of the two nations, the Palace 
Museum and the Louvre Museum have 
worked with each other since early 2004, On 
October 10, 2005, a 2006-2010 cooperation 
contract was signed between the two sides, 
which carried the rider that if the cooperation 
went well, there would be a contract exten- 
sion in 2010. 

One of the most significant events 
brought about by the earlier contract was the 
Louvre Museum Napoleon | Exhibition, 


© coopera 
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The Palace Museum 


royal eae of the Ming and Qing dynasties, and its 
collection of treasures. Founded in 1925, the museum _ 
is the largest museum of the country. 

The museum houses a collection of 
million valuable art works, most of which 
possession of the imperial families of the Ming « 
Qing dynasties. These art treasures include p: 
ing, pottery; bronze, gold and silverwar 
‘sculpture, jade, lacquer and enamel wares. In ac 
there are also court articles, including 
ties, clocks, medicines, furniture and furnishings, It is a 
unique, superb building complex, integrating outstand- 
ing achievements of ancient Chinese architecture. 

In 1961, the Forbidden City was included in the Li 
of Key | Historical Monuments under State Protection 


In 1987, it was put on the World Heritage List of the 


UNESCO. The Palace Museum used to be as mys- 
terious as the palace itself, But now, with adv 
technology and equipment it has built a “d 


‘on the Internet, to unveil its tremendous cultural re- 


The Louvre Museum 

Originally constructed from 1165 to 1223, the 
Louvre was built as a palace for aristocrats. As the heir 
to the century of the Enlightenment and the French 
Revolution, the museum is now accepted as the “mu- 
seum among museums,” a model and a recognized 
authority. 

Founded in 1793 as a museum for all, the Louvre 
celebrates humanity's long joumey spanning thousands 
of years, reaching from America to the borders of India 
and China, and is highlighted by such iconic, universally 
admired works as the Mona Lisa, the Venus de Milo and 
the Victory of Samothrace. 

Together with the British Museum and the 
Metropolitan Museum of Art, the Louvre, now a public 
and multifaceted institution, is recognized as one of the 
top three museums in the world. It now houses 35,000 
works of art in eight departments, displayed in more 
than 60,000 square m of exhibition space. Its cu- 
ratorial departments include Near Eastern Antiquities, 
Islamic Art, Paintings, Egyptian Antiquities, Sculptur 
Prints and Drawings, Greek, Etruscan and Roman 
Antiquities, and Decorative Arts 


(Source: louvre fr) 


sources, 


(Source: dpmorg.cn) 


Which took place at the Palace Museum from 
April 5 to July 3 in 2008. During the exhibi- 
tion, about 100 exhibits relating to Napoleon 
were on show. All exhibits were provided by 
the Louvre Museum, 

“Besides the Napoleon exhibition, 
cooperation and communication on manage- 
ment experience and publishing will also be 
emphasized. Nowadays, greater numbers of 
Chinese tourists are visiting the Louvre. In 
order to offer them better service, the Louvre 
cooperates with Chinese museums so they 
have a better understanding of what is need- 
ed. Cooperation with the Palace Museum is 
bound to help us make progress in that area,” 
said Christophe Monin, Deputy Director 
of Cultural Development of the Louvre 
Museum, in 2006. 

As the most famous and largest muse- 
ums in the world, the Palace Museum and 
the Louvre Museum share a lot in common: 
‘They both used to be palaces and inherited 
many antiquities; both museums take palace 
art works as their basis and have gradually 
expanded their collections; both of them have 
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abundant collections; both play an irreplace- 
able role in developing and promoting their 
cultures; both receive many domestic and 
foreign tourists each year. As well, they have 
encountered similar questions recently, such 
as how to ensure service while receiving so 
many tourists, how to protect ancient archi- 
tecture, and how to publicize their cultures. 

The Palace Museum said there was 
considerable significance in strengthening 
cooperation with foreign museums. It would 
help publicize Chinese culture and will be 
very important for the Palace Museum to 
use others’ experience for reference in order 
to improve itself. Apart from the Louvre 
Museum, the Palace Museum also has coop- 
erative relationship with eight other foreign 
museums, including the British Museum, the 
Metropolitan Museum of Art in New York, 
and the Tokyo National Museum. = 


COURT TREASURE: An enamel vessel 
of the Qing Dynasty (1644-1911) di 
played in the Palace Museum in Beij 
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HOTEL INFORMATION 


The Westin Tianjin 


Transform your Sunday. Rejuvenate with an 
indulgent butfet brunch that includes endless 
champagne at the Westin Tianjin, Awarded 
several times as the best brunch in Beijing, the 
Bubbalicious Sunday Brunch finally arrived as well 
‘at Seasonal Tastes in Tianjin on November 7. 2010. 

The Bubbalicious Brunch features a variety 
of selections trom live cooking stations with hand 
made pastas, dim sum, BBQ, carvings hot off the 
‘oven, an intemational assortment of cold and hot 
dishes, an impressive selection of cheese, live crab 
‘and lobster for all seatood lovers. The around- 
the-pillar offerings include fresh salads, Chinese 

es, amazing desserts and more. 

ndless Moet and Chandon champagne is 
not to be missed. There’s also a choice of selected 
beets, wines and other beverages. 

Live tunes from the Westin Tianjin Latin band 
help make the brunch even more like lig party 

lebrate the weekend along with friends 


168 yuan per person 
inclusive of endless soft drinks, cotfee and tea, 
298 yuan per person inclusive of endless selected 
beers and wines, ot $28 yuan per person inclusive 
of endless Moet and Chandon champagne. All 
the prices are subject to a 1S-percent service 

9°, 


The San Want Hotel Shanghai 


Famous Taiwan fashion models from Eelin 
Modeling Agency Ltd. were welcomed by Ann 
2hu (fifth lett, line two), acting General Manager 
of the Hotel Business Division of Want-Want Group. 
during their stay at the San Want Hotel Shanghai. 


arlton, Sanya 
Chis Southwick, a 14- 
year culinary protessional who 
has worked in the company’s 
properties in Sarasota, Moscow. 
Huntington. Palm Beach and 
Cleveland, recently amived at 
‘The Ritz-Carlton, Sanya as exec: 
tive chet 
t Southwick was once ex 
ecutive chet of the Ritz-Carlton, Sarasota and 
oversaw ail culinary operations for the 266-rom 
resort, During his tenure with the Ritz Carlton 
Hotel Company he has had the honer of wart. 
ing on many opening teams, assisting with the 
Culinary operations at Grand Cayman, Tokyo, 
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Orleans 


getown, 
and Philadelphia 

During nwick has had the 
distinct ple jernorable dinner 
{for dignitanes including President Bill Clinton, Firs 
Lady Hillary Clinton, Russian President Viadimir 
Putin and Kazakhstan 


Marriott International 

Maniott International and Ctrip.com 
Intemational Lid. ly signed a disinbution 
cooperation agreement. Mamiott infemational 

verage Cinip’s cutting-< el reservation 

platform to help distbute hotels of its various lodg. 
Ing brands worldwide, Ctrp is Marriott's f 
travel agency partner in Chin 


‘any Marriott hotel worldwic 
mation on a real-time basis, 


The Langham, Yangt 
Shanghai 
— 


e Boutique, 


0 to February 

1. the best available rate comes with 

complimentary breakast for one 
tary brcadband intemet 


te for the fist 
two nigh le the third night is tree. This three. 
hight stay excludes complimentary breakfast and 
Intemet access benef 


The Westin Guangzhou 
elobrate at Prego, Seasonal Tast 
Mian and Qa! Jo 
Guangzhou wonderland wi 
In the lobby 
ir, sparkling 


Soon you feel 
ind imagine 
that white snow is falling down by watching the 
ceiling lights. Then walk into one of the restaurants 
and enjoy your wonderful and 


pagne with lucky draw and Santa's surprising gift 
(Starwood hotels room vouch« 
yuan net per person 

@ Seasonal Tastes 

Pure joy with traditional Christmas buttet, red 
wine, free flow of soft drink with Christmas Che 
and lucky draw (Starwood hotels room voucher) 
priced at 488 yuan net per person, Seasonal Tastes 
will welcome Santa by giving away exciting git 
to the kids. 


Hotel Pravo 

There is a new concept in boutictu 
coming to Shanghai on December 8, 2010. 
Located on the north Bund and designed to 
personalized, indulgent comtort, Hote! Pravo, 
Classical Art Deco design stylo, is the final culming: 
tion of one man’s decades:iong q sate the 
perfect hotel 

The dreamer is Steven Wang, CEO of Hote! 
Pravo, who is also CEO of Brilliant and Consulting 
Group, What he leamed in his early years working 
with the Ritz Landis Taipet left him with one desire 
to create a hotel that gave its quests an expert 
ence that is not just @, but inspiring and. 
all-embracing 

want 
them from th 


1Y guests to tee 
fist stop th 


the hotel surrounds 
ough our doors,” sci 


Wang, “Every aspect, every feature of the hotel, 
from the scents 0 ur to the gentle sounds in 
the background has been designed to make 


Guests feel welcome, Hotel Pravo is a place 
very guest isc treasured fend for 
‘and wrap in personal care and attention, 

Scheduled to open in the last quarter o 
Hotel Pron fosents ct watershed in the hos 
ity landscape for Shanghai, as it moves away trom 
the World Expo and into the comfortable maturity 
of a city which knows that itis c world destination. 
Indulgent, comfortable and offering as enjoyable 
an experience as possible, Hotel Pravo is a new 
style of hotel for a new Shanghat, 
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Executive leisure travel: the FCm way 


Book now and get a free car transfer to the airport* 


Beijing Tel: +86 10 5829 2977 
Fe” 
TRAVEL 
SOLUTIONS 
Our People. Your Guarantee. www.en.fem.travel 


Regus Business Centre 
China World Tower 3 
Newly Opened ! 


Fully-equipped, 
ready-to-use Offices 


R ue 
China World Tower 3 Professional Meeting Rooms 
China World Tower 3 is a new landmark office building located in the heart of Beijing CBD, on East 3" Ring Road beside East 


Chang'an Avenue. It is part of the most prestigious business complex in Beijing, a great location for professionals to live and 
work. Regus is opening its 8 business centre in China World Tower 3 this October. Contact us for enquiries and tours! 


Other Regus business centres in Beijing: 

Chaoyang District: China Life Tower * Kerry Centre * Lufthansa Centre + NCI Tower * Pacific Century Place 
Xicheng District: Financial Street Excel Centre 

Haidian District: Zhongguancun Metropolis Tower 


( +86 400 120 1205 


hs regus.cn 1100 locations | 500 cities | 85 countries 
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Are Profits Good Reason for 
Rebuilding a Long-lost Kingdom? 


An ancient Chinese kingdom largely 
lost over time may come alive again if the 
plans of a less developed county in Hunan 
Province are realized, 

Xinhuang County announced on October 
16 to rebuild the ancient Kingdom of Yelang 
using a 5-billion-yuan ($746 million) invest- 
ment, The rebuilt kingdom would feature 
20 theme sites occupying 30 square km 
and would take advantage of the area's 
canyon-filled topography and rich religious 
atmosphere. Construction will begin next 
year, with a projected completion date of 
2020. 

Yelang was one of many kingdoms that 
existed in the southwestern part of the terri- 
tory controlled by the Han Dynasty (206 B.C.- 
220), however, it disappeared long ago, Most 
people agree it was located in the northem part 
of today’s Guizhou Province, But due to a lack 
of reliable archaeological evidence, Guizhou 
and neighboring Hunan continue to dispute the 
actual location of the kingdom, 

Investors in the proposed project say they 
hope it will allow more people to appreciate 
the mysterious culture of Yelang. According 
to estimates, more than 5 million tourists per 
year will visit the rebuilt kingdom after it is 
completed. 

After news of the project was released, 
hot discussion erupted, with many people 
questioning the plan. Their concerns centered 
‘on four main issues: First, people still argue 
about whether the capital of the Yelang 
Kingdom lies in today’s Hunan or Guizhou. 
Second, since Xinhuang has an annual fiscal 
revenue of only a little more than 100 mil- 
tion yuan ($15 million), where is the massive 
investment for this project supposed to come 
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from? Third, since the kingdom disappeared 
nearly 2,000 years ago, on what bas wilt 
be reconstructed? Fourth, is this just another 
instance of real estate speculation? 

‘Supporters of the plan, on the other hand, 
think the goal of the project is to bring tangi- 
ble economic benefits and fame to the county 
using the “brand” of “Yelang.” They think 
creating a tourist attraction by combining 
Yelang culture and unique natural resources 
is a good idea and worthy of support. 

Local officials from Xinhuang say the in- 
vestment for rebuilding the Yelang Kingdom 
will come from private businesses and the 
project won't increase the county’s budgetary 
burden. 


Not suitable for rebuilding 

Ma Zhenguo (www.zjol.com.cn): The 
Yelang Kingdom is an enigmatic memory, 
Creating a real version of this kingdom to 
replace this enigma won't solve its mystery; 
it will just destroy the beauty of that mystery, 
‘The most practical value of this project would 
be as a wealth factory —using history and the 
name of an ancient kingdom. Although this 
fictitious place could bring in a large amount 
of money, it would take away history from 
our minds, 

For people living in today's world, where 
economic construction is the central task, 
using rich historical resources as a means 
of making money is not a sin. However, 
distorting history in order to make money is 
certainly a crime. 


Sheng Dalin (Xian Evening News): 
What does 5 billion yuan mean to Xinhuang? 
Its normal budget revenue is only 68.38 


million yuan ($10 million), That is to say, 
the cost for rebuilding the Yelang Kingdom 
would be about 50 times the county's annual 
fiscal revenue. 

Reconstruction of the Yelang Kingdom 
is a tourism project. Xinhuang is obviously 
looking for it to bring in lots of money in the 
future. But how much tourism income will be 
needed to recoup the investment? Since the 
project was approved, this means the majority 
of the authorities involved in the decision are 
confident about its future. However, it doesn’t 
necessarily mean the public will support the 
project. The actual location of the Yelang 
Kingdom has not been verified, but most 
people think that it was located in what is now. 
Guizhou. Furthermore, Xinhuang lies in a re- 
mote area, making the potential attractiveness 
of the rebuilt kingdom not very bright. 

When investing in construction and cul- 
tural development projects, it is necessary 
to undertake scientific planning and proceed 
based on one's real capability, We should 
be confident but not conceited; we should 
advance, but not be rash. Xinhuang seems to 
have excessively high expectations for the 
impact of Yelang culture; at the same time, 
it seems to lack a sober realization of its 
capacity to bear the economic burden of this 
project. This lack of accurate self-assessment 
smacks of conceit. 


‘Tang Wei (www.dzwww.com): Culture 
doesn't have any room for copying or tam- 
pering; to do otherwise is to be irresponsible 
to future generations. If the historical facts 
future generations see are a sham, what will 
they feel? There is no final conclusion about 
what the Yelang Kingdom really is. It is im- 
moral to try to seize the position of defining 
this kingdom for others when more academic 
research about the matter is still needed and 
disputes still exist about its original location. 

When it comes to economic develop- 
‘ment, we should base our plans on our actual 
capability. An investment of 5 billion yuan 
perhaps will end up being a pain for all the 
people of the remote county of Xinhuang, 
rather than a “group feast.” 

Social benefits as well as economic 
benefits should both be taken into account 
when developing the economy. An imagined 
Yelang Kingdom may be appealing to some 
officials but not necessarily to tourists. As for 
where the money should come from, how 
the money should be managed and what the 
economic benefits will be, people should 
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carefully study the feasibility of the project. 
Rushing forward with the project is a form 
of conceit that ignores facts and long-term 
development issues. 


Yang Guodong (The Beijing News): 
‘There aren't many records about the Yelang 
Kingdom, It mainly exists in people's imagi- 
nations; there really aren’t many historical 
materials or cultural relics to which one can 
refer. The planned rebuilding of the Yelang 
Kingdom won't have many advantages over 
the many tourist attractions today that employ 
ancient-looking architecture. Using Yelang 
culture to get tourists to accept this project is 
probably just wishful thinking. 

Local governments that do anything they 
can to grab cultural resources may make their 
area famous, but they actually do not create 
any positive public image for their area— 
such as might derive from having abundant 
historical and cultural resources, Rebuilding 
projects worth hundreds of millions of yuan 
or even billions of yuan amaze people. But 
they mainly cause people to worry about the 
financial capability of local governments. If 
the imitated ancient architecture doesn’t at- 
tract tourists and the huge investment can’t 
be recouped, what can officials do in the af- 
termath? Instead of spending so much money 
on constructing buildings for ancient people 
who are long dead or may never have existed, 
‘Xinhuang should use the money for improv- 
ing people's livelihood. 

Cities with genuinely rich historical and 
cultural legacies don’t need to contend with 
‘others. Ancient people thousands of years ago 
can't bring any glory or fame to today’s cities. 
‘The image of a city ultimately depends on its 
achievements. Shenmu County in Shaanxi 
Province, which has offered free medical care 
for local residents, is not the home of any 
famous people nor did it serve as 4 kingdom 
capital, But it’s the most admirable county in 
China, Since ordinary people have received 
real benefits, the city brand of Shenmu has 
gained nationwide fame. Instead of taking a 
shortcut by spending huge amounts of money 
to be known as the home of some celebrity, 
local governments should earnestly solve 
problems related to the people's livelihood by 
providing better public services. In that way, 
they can use the praise of the public to gain 
the upper hand in the fiercely competitive war 
among cities to market themselves. 


Wang Pan (Bohai Morning Post): 
‘There are two kinds of forgery in archaeol- 
ogy: One is conducted by today's people 
and the other by ancient people. If ancient 
people create something fake to deceive 
today’s people—it's still Fake. Some people 
wildly go about building tourist attractions 
of alleged historical significance; sometimes 
people even go ahead and build without any 
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evidence or basis. After a long period of time, 
however, how will our descendants be able to 
tell the fake from the real? 

If ancient people were imesponsible to later 
generations; if they battled over cultural heri- 
tage in order to make money off it; if ancient 
people randomly created ancient kingdoms 
and ancient cultures, then is our cultural heri- 
tage still pure? Absolutely not. In contrast, we 
are just a moment in human history. After we 
become fossils and become the past, how will 
future generations judge the fake culture we 
have created for economic reasons? They will 
certainly say it’s a forgery—just one counter- 
feited by ancient people. 


Room for tolerance 

Chen Lihua (www.chinanews.com.cn): 
In the past few years, there have been many 
cases of locales contending over ancient 


(although pie in the sky) to change its present 
condition as Jong as its behavior doesn’t hurt 
others. 

In China, people always judge a man 
by his victory or defeat, There was a time 
when merchants from Wenzhou, Zhejiarig 
Province traveled around the country to 
make money, with lots of them being shoe 
cobblers or barbers and so on. They were 
once discriminated against nationwide, 
Now, however, some Wenzhou business 
people have become really successful. 
‘Therefore, fewer and fewer people laugh at 
them, while more and more people praise 
this striving spirit. 

Why can’t we look at Xinhuang’s plan 
to rebuild the Yelang Kingdom as a mani- 
festation of this kind of daring, enterprising 
behavior’? Is it too much to ask for more toler- 
ance? 
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cultural sites or where a famous person’s 
birthplace was. In my opinion, these disputes 
don’t hurt anything but boost the develop- 
ment and protection of cultural heritage, We 
can imagine that when disputes occur, each 
side will present more evidence to prove itself 
correct. Meanwhile, they will both pay more 
attention to cultural development in order not 
to lose the edge in the argument. 

From this perspective, Xinhuang wants 
to invest 5 billion yuan to rebuild the Yelang 
Kingdom, hoping to create a tourist attraction 
that combines Yelang culture and unique 
natural resources. As long as the project has 
been scientifically discussed and won local 
people's support, the project is worthy of our 
encouragement. 


‘Chen Siwei (China Business Times): 
Actually, there's nothing essentially wrong 
‘ith Xinhuang trying its best to create a brand 
and build up its tourism industry. People liv- 
ing in rich places can hardly understand poor 
people’s desire to cast off poverty and be- 
‘come prosperous. Since you don’t know how 
poor they are and can't know what kind of life 
they lead, you can’t truly and fully understand 
them. A remote county, with no particular ad- 
‘vantages, deserves our tolerance of its atlempt 


Liu Zhiquan (Beijing Times): The 
Yelang Kingdom really existed in history; it 
has nothing to do with deceit. Therefore, from 
the perspective of commercial marketing, it 
totally makes sense to use this well-known 
historical and cultural theme to integrate and 
package relevant resources and promote them 
to the public. 

From another standpoint, whether the 
Yelang Kingdom used to be in Xinhuang is 
a cultural debate, Due to the kingdom's short 
existence and the limited amount of surviving 
materials, it’s hard to reach a final conclusion, 
However, since Xinhuang has been known as 
“Yelang” for a long time, there must be some. 
basis for that. 

The main problem associated with the 
development of the tourism industry is 
whether natural or cultural resources will 
be destroyed in the process. This is also one 
of the main concems of the public concern- 
ing the development of cultural heritage- 
centered tourism, and indicates why there 
is a need for strong supervision from gov- 
ernment departments. As for whether the 
5-billion-yuan investment has gone through 
a scientific budget-making process, that's 
a topic totally separate from the dispute 
regarding the Yelang Kingdom. = 
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Funny Creatures 


By VALERIE SARTOR 


66 hough we don’t show as 
much direct emotion as 
Westerners, that doesn’t im- 


ply the Chinese lack positive 
feelings,” said Yang Junheng, my scholarly 
friend. “In fact, Chinese people have a deep- 
seeded sense of humor, which has a great 
impact on Chinese art and literature.” 

“But Yang,” I protested, “Classical 
Chinese literature is hard to understand, 
Chinese paintings seem beautiful but alien, 
Where is the humor 

“You must look closely,” he said. “We all 
know life is serious. Even in Asia, laughing 
philosophers are in the minority. China is the 
only culture that has created a god of humor, 
Look at these scrolls—Chinese Taoists and 
Buddhists made a kind of religion of humor, 
by having monks performing dances around 
a ceremonial toad, Scholars made fun of the 
comedy of manners that ancient people en- 
gaged in to succeed, In the Book of Songs, as 
well as in Tang Dynasty (618-907) poets Li 
Bai and Du Fu’s works, the human condition 
is often expressed humorously, Chinese writ- 
ers do not look down on humor, as Western 
people do. You value John Milton over 
Samuel Butler. Thank goodness for Chaucer 
and Thurber!” 

“But what about painting?” I countered. 
have heard that only one Judeo-Christian 
angel in 3,000 years actually smiled —and, not 
surprisingly, that angel was French—the Angel 


If you’re an expat living in 
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of the Annunciation at Rheims. By contrast, 
Chinese mythology depicts many gods and 
deities as laughing: some were even mak- 
ing mischief. Your gloomy Dante Alighieri 
obsessed about the circles of hell, while the 
Chinese created the romantic legend of the 
earthly cowherd and the heavenly spinning 
maid. I concede that ancient Greeks had lovely 
stories about the cosmos, with some amusing 
gods and deities. Nevertheless, our deities are 
more diverting, more pleasant, and have more 
laughter, especially in relation to those drawn in 
Jewish and Christian ideologi 

“Are you implying the Chinese are hap- 
pier than Westerners because they are less 
religious?" I asked. 

‘Not at all,” he replied. “The Chinese 
perspective is simply different. Christianity’s 
paradigm perceives man as the dominant 
creature. Taoist and Buddhist thought, in 
contrast, Sees man as a fellow creature, part of 
the menagerie of life. Ancient Chinese lived 
close to animals. They domesticated many 
species, and they had great fondness for pets. 
Chinese artists depict animals with humor; by 
laughing at or with them, they are equally part 
of the comédie humaine.” 

“Some Western artists idealize animals, 
as well as the human form. I'm thinking of 
Albrecht Diirer and Edgar Degas.” I replied. 

“But Chinese artists chose freedom of 
imagination over idealization,” said Yang. 
“They caught animals, for example, in surpri 
ing forms and attitudes. Yet, from one point 
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of view, we Chinese act as purists. Ancient 
Chinese didn’t anthropomorphize, using 
beasts to tell moral tales, as Grimm, Jean de La 
Fontaine and even Ivan Krylov did. 

“L guess because the birds and be: 
didn’t have to obey strict Confucian orde 
I responded with a smile. 

“Perhaps,” Yang said. “Animals are sim- 
ply and naively lovable. To live with anir 
is to live freely, and with a great variety of 
companions.” 

“So where is the humor in depicting ani- 
mals?" Lasked him. 

“I've seen a Tang Dynasty headrest, 
shaped into a pig! The sleeper rests his head 
between snout and tail—is that not humor- 
ous?” said Yang. 

“Yes,” I conceded, “But we have Donald 
Duck and Mickey Mouse—they’re quite 
funny.” 

“All ducks are funny creatures; they 
entertain by bobbing and quacking. Let's 
examine instead a serious bird. The phoenix 
symbolizes solemnity, piety, and sacredn 
It’s not a bird for fun? Yet the phoenix paint- 
ed on a kitchen dish can share in general good 
humor, Anyone can eat out of it; the smiling 
bird contributes to our sense of well-being.” 

“Do you have a funny rat?” I asked, 

Yang said, “In painting we have a very 
famous picture of rats scavenging together 
as a family. The mother rat has eaten her 
way through a melon, so her head and tail 
are at either end; she's digging out juicy 
pieces in the middle for her babies. This 
is dry Chinese humor, A bit strange, but 
moving. Stay longer in China—you will 
understand more and more,” = 


‘The writer is an American living in Beijing 
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Overview 


China’s growth has moderated somewhat, with a shifting composi- 
tion, GDP growth declined from 10.6 percent in the first half to a still surpris- 
ingly strong 9.6 percent (yoy) in the third quarter. The domestic economy 
‘egoled as the stimulus impact is fading out and the monetary stance is being 
normalized, Investment and urban consumption have decelerated, and so have 
imports. Meanwhile, with exports strong, net extemal trade has contributed 
significantly to (yoy) growth and the external surplus is rising again. 

The global outlook is broadly favorable, but risks remain. Despite 
aan expected deceleration, global growth prospects are fairly favorable due to 
emerging market strength. But risks include a weaker outlook in high-income 
countries and ample international liquidity as well as the global imbalances and 
possibly contentious policies triggered by them. Global price pressures remain 
contained by spare capacity in many countries. But there are upward inflation 
risks internationally. 

China’s own economic prospects remain sound, with risks both ways. 
Growth may ease further us global growth decelerates and the macro stance is 
normalized further. However, the expansion should remain supported by the 
traditional growth drivers and a robust labor market, We have edged up our 
GDP growth projection for 2010 to 10 percent after the third quarter data. We 
see growth at 8.7 percent in 2011 and easing somewhat further in the medium 
term, Pushed up by higher food prices, inflation may stay above the 3 percent 
target for a while. It is unlikely to escalate as core inflation remains in check. 
However, raw commodity prices may rise further while sustained high wage 
growth is unlikely but cannot be ruled out. Given the fundamental drivers of 
property prices, they are unlikely to be contained for long. On current trends 
and policies, the extemal surplus is on course to rise in 2011 and the medium 
term, 

Further normalization of the macroeconomic stance is needed to 
guard against macro risks. The key concerns are asset price increases, 
strained local finances and non-performing loans, while inflation risks can- 
not be ruled out. Two-way risks call for policy flexibility. The authorities are 
broadly on track to normalize the overall monetary stance and meet the 2010 
quantitative targets. They have also started to raise interest rates, although 
interest rates will need to rise further, International liquidity poses challenges 
to monetary policy, but these should be more manageable in China than in 
‘some other emerging markets. Nonetheless, measures can be taken to enhance 
protection against unwanted capital flows. 

‘The preparations for the 12th Five-Year Plan (2011-15) call for focus 
on structural issues and reforms, Changing the growth pattem is rightly a 
key larget. The need to rebalance to more domestic demand-led, service sector- 
oriented growth seems stronger now than five years ago, in part because the 
international environment is less favorable. Rebalancing will not happen by 
itself —it will require significant policy adjustment. This update also discusses 
policies that would help boost private sector development, focusing on open- 
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ing up sectors and reducing entry barriers, addressing investment climate 
constraints, and supporting research and development and innovation by the 
private sector. Further progress in energy conservation and renewable energy 
calls for further rebalancing the pattern of growth, energy pricing reforms, 
‘more market-based mechanisms, lower cost of renewable energy, and acceler- 
ated development and diffusion of new energy technologies. 


Recent Economic Developments 

China’s continued rapid growth during the global crisis reflected 
large scale stimulus and strong underlying growth drivers. The stimulus 
package implemented since end-2008 gave a well-timed temporary domestic 
demand boost. The underlying growth drivers, in place since long, stem from 
sound fundamentals and a policy setting that stimulates industry-led, capital 
intensive growth. 

Growth moderated to a still rapid pace of 9.6 percent (yoy) in the 
third quarter of 2010, with a shifting composition (Figure 1). The do 
‘mestic economy cooled as the stimulus impact is fading out and the overall 
monetary stance is being normalized, Since August, measures to meet the 
11th Five-Year Plan's energy efficiency targets may also have had some 
effect. Meanwhile, the (yoy) contribution of net external trade shifted from 
strongly negative in mid 2009 to strongly positive in mid-2010, reflecting 
a rebounding world economy and further global market share gains. Se- 
quential GDP growth held up better than expected at 9.1 percent in the third 
quarter at a seasonally adjusted annualized rate (SAAR). Production-wise, 
the slowdown was led by industry—heavy industry in particular—with the 
expansion in the service sector steadier (Figure 2). 

So far, the growth moderation has been largely domestically-led. 

# Investment continued to slow gradually through the third quarter 
(Figure 3). After the surge, govemment-led investment has normalized in 
2010, slightly lagging overall investment. Strong real estate investment has 
prevented a more abrupt slowdown in overall investment, In April, the gov- 
emment took measures 10 contain housing prices, including higher minimum 
down payments for mortgages, banning mortgage discounts, and restricting 
financing of developers. However, because of the lead-time, real estate con- 
struction and inyestment have not yet slowed significantly, even though sales 
initially weakened substantially (see below). Other market-based investment 
‘has continued to expand robustly, 

© Consumption growth has also softened, especially in urbun areas. 
With real urban income growth moderating in 2010 because of higher food- 
price-driven inflation and slower housing sales (which trigger slowdown in 
consumption spending on household items), urban consumption has deceler- 
ated significantly through the third quarter. In rural areas, slower "business 
income""—in part because of the supply shocks causing the higher food 
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Figure 2. Some slowdown more recently 
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Figure 3. Investment has slowed, led by 
government-influenced investment 
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prices—was more than offset by strong increases in migrant wage income 
and government transfers, Rural cash consumption growth held up through 
the third quarter, However, overall consumption growth decelerated, because 
of the higher weight of urban spending. Retail sales also moderated slightly 


(Figure 4), 


With exports strong, domestic demand and imports easing, and a 
broadly unchanged growth pattern so far, the external surplus is increas- 
ing again. 


‘© China’s highly competitive exports have continued to outpace global 
imports. Global import demand has slowed recently, after the post-recession 
rebound, and import volumes (in constant prices) in the world outside China 
are still somewhat lower than a year ago (Figure 5). However, despite recent 
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Figure 4. Consumption has also eased, 
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ago in the third quarter, implying further market share gains. 


‘© The expansion of import volumes has slowed alongside invest- 
ment. Afier the stimulus-driven surge earlier on, slower investment and heavy 
industrial production caused imports to decelerate this year, particularly raw 
‘material imports (Figure 6). Imports of machinery and equipment have held up 
better and car imports have also remained strong. Overall merchandise import 
‘volumes were 22.6 percent higher than 2 years ago in the third quarter, 

© China’s terms of trade (TOT) were unfavorable in the first half, but 


Figure 5. Export growth has been strong 
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Figure 6. Imports are slowing after 
the earlier surge 
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are turning around. In the first half of 2010, the TOT were an estimated 15 
percent lower than a year ago as commodity prices were sharply higher while 
spare capacity in the manufacturing industry worldwide depressed China's ex- 
port prices (Figure 7). However, as commodity price increases are moderating 
\while export prices are recovering, the TOT are turning around again—in Sep- 
tember they were down only 4.2 percent over a year ago—adding substantially 
to the current account surplus. 

© The trade surplus is rising again (Figure 8). The trade surplus declined 
strongly in 2009 because China's domestic economy —and thus imports —kept 
‘on growing, supported successfully by massive stimulus, while the global crisis 
depressed China's exports. Now, with the impact of the stimulus fading out and 
imports slowing, little change so far in China’s underlying pattem of growth, 
and the world economy recovering, the extemal surplus is rising again, even 
though this was masked in the first half by TOT effects. Thus, while in the first 
quarter of 2010 the trade surplus was $47.7 billion lower than a year ago, in the 
third quarter it was $26.5 billion higher than a year ago. 

Consumer price inflation has risen on higher food prices. CPI infla- 
Lion rose to 3.6 percent (yoy) in September (Figure 9). About two thirds is 
contributed by higher food prices, largely because of problematic weather 
domestically but with additional impact from higher international food 
prices. Despite renewed increases in international prices for industrial raw 
‘materials, input prices in China are still falling month on month and the 
(yoy) PPI increases are moderating. Meanwhile, core inflation remains low 
as strong productivity growth in manufacturing has largely offset sizeable 
wage increases in recent years (Box 1). Nonetheless, after falling in 2009, 
unit labor costs in manufacturing rose significantly in the first three quarters 
of 2010 (yoy) because of the particularly high wage increases granted earlier 
this year (Figure 10). 

Property prices have hardly budged since April, According to the 
NBS's 70 cities index, the most closely watched by policymakers, price rises 
Were contained during June-August amidst weak housing sales. However, 
housing prices rose again by 0.5 percent month on month in September as sales 
recovered. In response, the government added some measures in September, 
including increasing the minimum down payment ratio for first mortgages to 
30 percent. 

Despite some exchange rate appreciation against the U.S. dollar, 
foreign exchange accumulation is accelerating again. Between the end of 
the temporary peg in mid-June and early November the RMB has appreciated 
2.3 percent against the U.S, dollar. As the U.S. dollar weakened substantially 
against many other currencies, in nominal effective terms the RMB has depre- 
ciated in this period, although the nominal effective exchange rate is still more 
Appreciated now than in mid 2008, when the temporary peg. was introduced 


Figure 7. The terms of trade loss is fading out 
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Figure 8. The trade surplus is on the rise again 
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(Figure 11), The foreign exchange purchases required to keep the RMB from 
appreciating more against the U.S. dollar has gained speed again in the third 
quarter, Even after accounting for about $80 billion in valuation effects, the net 
inflow was $114 billion in the third quarter, due to a substantial trade surplus, 
‘more net FDI, and some net financial capital flows. 


Economic prospects 

The global economy is starting to slow again, particularly in high in- 
‘come countries (HIICs). This is because of an end to the inventory adjustment, 
implementation of exit strategies for stimulus policies, and sovereign stress 
in peripheral Eurozone countries and its potential impact on global financial 
markets, Prospects for growth in the United States and Japan in 2010-11 are 
being revised downward, which is also leading to further easing of monetary 
policy there, including possible additional quantitative easing in the United 
States. Global trade and industrial production are slowing down after the earlier 
bounce back (Table 1), 

However, overall global growth prospects are supported by emerg- 
ing market strength, In the United States and Europe, the apparent slow- 
down notwithstanding, mainstream forecasters do not expect a double dip, 
although the Japanese economy may struggle. Moreover, most emerging 
markets and developing countries should see continued robust growth, 
‘Their growth prospects are of course linked to those in HICs via trade and 
capital flows, and financial sector risks originating in HICs have global 
ramifications. However, domestic demand prospects are robust in most 
Jarge emerging markets, while relatively sound macroeconomic 
tals buoy the sustainability of their growth. In all, overall plobal growth 
prospects for 2010 have been upgraded since January 2010, although those 
for 2011 have been nudged down (Table 1). 

Nonetheless, the global growth outlook remains subject to large 
risks, both ways. In HICs, households may remain reluctant to consume 
as they adjust to balance sheet losses and amidst high unemployment and 
uncertainty. There could also be feedback effects between high public debt 
burdens, unfavorable growth dynamics, increased rollover risk, and link~ 
ages to the banking system. A few factors mitigate downside risks: Private 
investment may not fall much more, given that it is already low, as a share 
of GDP, and amidst robust corporate profits; a renewed rundown of stocks is 
unlikely because inventories appear to be close to desired levels; and over- 
all financial conditions have stabilized in OECD countries, making banks 
somewhat less reluctant to lend. 

‘The global imbalances and the tensions they create cast a shadow 
over the global outlook. The combination of large current account surpluses 
in some countries, including China, and large current account deficits in other 
countries, notably the United States, poses financial and economic risks, in- 


Figure 9. CPI inflation rises as PPI 
inflation daclines 


FAS. CPIERKIPPITR BE 


‘Change (percent yoy) jiitt( 9%) 


4 
15 2 
aN 

10 \ i’ ag 

“ / 8 

5 he note 6 

4 

o 7 2 
—— or! wane | 

8 | PPL Taesaultr nates Lg 

==-- Property price naatvne \ J 2 

10 4 


2008 ©2006 
‘Sour: CRI, Wi an ul esas 


2007 ©2008» 2008-2010 
ese, CTC, IT CEA UAE, 


BEWING REVIEW NO.47 NOVEMBER 25, 2010 


DOCUMENTS / 3 fF 


(E11). SHEAR A RATT THIEME Db 
RAE, TCH BME, PDAS CMB BEA 
TEA. RIESE IROOIL ETCHED BEALE, 
[FERRARA LET, 


SHR 

AREA LITER, TEOMA IRIE NOD 
ASAT RT ee NAL, Jee, ALBA 
SF MMATEMBN, BS, WoC WAR MRM ALAC 
ELSA HER SER RANT Hy? EIRENE TAGES AC. SLR) 
FAA 2010-201 LEA eT RE AM, COT HES A 
PARES ATE, ITT HEME NY 
ACRE. RRC AT ieee 7 Ae HC BRIE ET 
Fei SLES EMER (REL), 

AL, PR INEZ AGNI ER 
BSCE SEI Fi, PRAT SSE CM MC (iLL 
BRMVARRWRAAGIK, Ril DALAT HES AE 
HK. ASMA TMM VK BARAT DK, 
EATER HRS AOU A iL ML LW APE AS 
BURA LE—AE TAN HA EY ICA FL 1 Sr PA UL 
MSA IRIAN] PRTG, ABARTH io AC aN TI 
OBER, AUR ALINE LA A ACT UCI CN AY 
ee She Ae AFTmINAE, 34201086 4 BRA CIN SEMEL SL 
FUCHS Ais RA201 1 Aes LMT AE Ze 1), 

RAID» ARIAS USS MRA LEME Ac) TI AL 
TERIMCA LOR, ECR BE TH GeO CLIT HG PET th, 
AANA, PNET TG Ke ML TR A AAS AE, TRL 
RSE AIM. BORE ul, HRA, NN 
NES ALA Ba 5 ORL fA Site Ti A A 
RMA NE. AIL RATT EIR EFT HARE 
BEAGDPMLEPE AC, TILL AVPIAROLINUE, DALE, 
DRETAR AT REPEA NIT Me Se, TE MRAP ALL lt 
BURE, AAA HERA HNMR IETF, HLdb, ORCDIRE 
PASI GMB AE. EAE RICH EO LR AT IF 
we. 

ARAM BMWA ME SEM PR ETRE FT NB 
ARH LEH — MERA ACIS Me TAL ASE 
ARAB Ih — SE BAT EAI NR PAE. SO AE 


Figure 10. Will unit labor cost remain contained? 
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‘cluding from possible tension and contentious policy responses to them. 


Internationally, underlying price pressures seem to remain moderate, 
but there are risks. Price pressure remains contained by slack in labor and prod- 
uct markets in HICs and parts of the developing worl. In this setting, the prospects 
for raw commodity prices on international markets including oil and food are 
considered to remain subdued (Table 1), Discussions on possible renewed easing 
of monetary policy in HICS, notably the United States, have led to concems about 


Box 1.Have Wage Increases Driven up Costs 
In Manufacturing? 

‘Concems were raised earlier this year that high wage increases 
would drive up costs in China's manufucturing sector. Weaknesses and 
‘gaps in the data call for caution. Nevertheless, sizeable wage increases 
in manufacturing over the last 10-15 years seem to have been offset by 
rapid productivity growth, also in recent years. As a result, unit labor 
costs fell between the mid-1990s and the mid-2000s and remained 
broadly unchanged since, 

In a booming economy, manufacturing wages have grown 
strongly in the last decade. Amidst robust urban labor demand, aver~ 
age wages have risen rapidly since 2000, and in recent years wages at 
the lower end have also started to accelerate, Nominal wage growth 
picked up further in 2007, when the economy was booming and infla- 
tion rising (Box figure 1). However, it slowed substantially in 2009 due 
to the impact of the global crisis. Quarterly data clearly show the recent 
deceleration and rebound (Box figure 2), Wages in the services sector 
decelerated less during the downturn and, conversely, have not seen the 
rapid acceleration seen in industry since end 2009. 

Despite several problems, the wage data provide useful in- 
formation. The most widely used wage data—used in Box Figures 
1 and 2—only cover the urban economy and does not cover most 
private enterprises. This is in principle a major problem, since it may 
not be representative for the whole economy. However, surprisingly, 
this weakness appears not to distort the picture excessively, Separate, 
independent data from the household survey suggest lower average 

than the mainstream data (Box figure 1)!" However, the 
houschold survey data show a similar dynamic and the pace of wage 
growth is broadly similar to that in manufacturing in the mainstream 
data. This strengthens the case for using the mainstream data even as 
caution remains required. 

Labor productivity in industry has also risen sharply in the 
last 15 years. Value added in industry grew at around 9-10 percent 
in 1997-2001. It then accelerated, boosted by WTO accession and a 
strong world economy. Moreover, labor productivity was boosted by 


Box figure 1. Wages have grown rapidly 
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Box figure 2. Zooming in on recent 
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global inflation pressures. However, the possible monetary easing would be in 

‘Weakness. Combined, the associated changes to the outlook. 
do then not obviously imply higher global inflation, although the easing could 
complicate the financial outlook, including by boosting global liquidity. However, 
substantial recent increases in many food and industrial commodity prices show 
how changes in market conditions can affect such prices quickly. More generally, Fk, 
inflationary pressures have resurfaced in several large emerging markets, which 


response to economic 


labor shedding in SOBs: Between 1997 and 2004 (when major job 
shedding had come to an end), some 43 million SOE jobs, or 40 per- 
cent, were shed. According to our estimates, labor productivity growth 
in industry eased from 15-20 percent in 1997-2003 to still very robust 
10-12 percent in post SOE job shedding 2005-2009 (Box figure 3). 

In all, unit labor costs (ULC) in industry seems to have bot- 
tomed out in recent years, after a steady decline since the mid- 
1990s, ULC measures the wage costs per unit of production, Putting 
together wage and productivity growth, ULC industry first declined, 
then bottomed out around 2004, and have since edged up slightly. 
There are several potential caveats conceming this data, However, a 
ULC estimate from different data source—the input output tables— 
gives a broadly similar picture for manufacturing, at least from 1999 
onwards (Box figure 4),°! The estimates are also consistent with a 
finding—on more detailed data—from van Ark, Erumban, Chen, and 
‘Kumar (2009)—that ULC in manufacturing fell on average 38 percent 
between 1995 and 2004.""They found that within manufacturing ULC 
fell particularly rapidly in the machinery, transport and equipment, and 
electronics sectors, which saw particularly rapid labor productivity 
growth, and ULC fell less in textile and clothing, where labor produc- 
tivity had risen less fast. 

‘The suggested broad absence of cost pressures from wage 
costs in the last five years after a decline earlier on is broadly 
consistent with data on profit margins in industry. The data, from. 
the industrial survey, suggest that profit margins in industry trended up 
until 2004 and have remained at that relatively high level since then 
(Box figure 4), 

Internationally, ULC in manufacturing in several other coun- 
tries nowadays also tends to be contained. For long, since World 
‘War II, ULC in manufacturing tended upward in major industrialized 
countries. However, in recent decades that has not held anymore, 
because of lower inflation and, presumably, globalization. The OECD 
estimates that in 2000-09, ULC in manufacturing has declined by 2 
percent in the United States and a full 25 percent in Japan, although it 
rose by 12 percent in the EU and 26 percent in Mexico. 


Box figure 3. Strong labor productivity growth 
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are much further advanced in the recovery than the HICs. 

In China, growth may ease in the short term, notwithstanding the 
surprisingly robust third quarter. The expected slowdown in global growth 
and imponts is likely to affect China's exports, Some additional impact stems 
from the normalization of the macro policy stance, the eventual impact of the 
measures introduced to contain property price rises, and some administrative 
measures (o meet energy efficiency targets. Nonetheless, we revise up our 
GDP growth forecast for 2010 as a whole to 10 percent after the stronger than 
‘expected third quarter outcome (Table 2). 

Growth is likely to moderate somewhat more in 2011 and the 
medium term to a still robust pace. The expansion should continue to 
be supported by the traditional growth drivers and robust macroeconomic 
fundamentals, In early 2011, activity may also receive a fillip from the 
end of some temporary administrative measures to meet energy efficiency 
targets, New public investment programs are also likely to be started next 
year to accelerate urbanization in inland regions and promote strategic new 
sectors. However, these are unlikely to fully offset the impact of the end 
of the 4-trillion-yuan stimulus package. In all, with export growth lower 
but consumption benefiting from a robust labor market and private sector 
investment assumed to hold up, we project GDP growth to moderate to 
8.7 percent next year. In the medium term growth should remain robust, 
although trend (potential) growth is likely to diminish. See our June 2010 
Quarterly Update for a discussion of China's medium term outlook. 

Inflation is unlikely to escalate but it will be difficult to contain hous- 
ing prices for long. Inflation may remain above the 3 percent target for a while, 
although the food price increases should eventually decelerate (the domestic 
supply side factors driving them up are considered largely temporary). Looking 
further ahead, the inflation outlook benefits from the subdued projections for 
international prices for oil, industrial commodities and food, recent increases 
notwithstanding, although China’s domestic staple grain prices are not influ- 
enced much by international prices. Despite the large wage increases in part of 
the manufacturing industry earlier this year, core inflation is unlikely to esca- 
late, because China’s labor market is flexible and the manufacturing sector ap- 
pears able to absorb substantial wage increases (Box 1). However, given the 
fundamental drivers of property prices—rapid urbanization, sizeable income 
growth, and low interest rates—they are unlikely to remain flat for long. 

‘The external surplus is on course to rise again. Taking into account 
the recent trends in trade volumes, normal seasonal patterns in export and 
import volumes, and the turnaround in the international terms of trade, the 
whole-year trade surplus may be broadly unchanged from 2009, because of 
the Jow reading in the first half"! However, on current policies and trends, 
the trade surplus is likely to continue to rise in 2011 and the medium term, 
in $ terms (Figure 12).The current account surplus should rise faster than 
the trade surplus because the net income on China's rapidly growing net 
foreign asset position is likely to grow significantly in the coming years, The 
upward revision in our current account surplus forecast compared to our 
June forecast is largely because of stronger than expected export volumes 
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Table 2. Main economic indicators 
(percent change, unless otherwise indicated) 
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and weaker than expected import volumes. 

‘There are of course risks to this outlook. In current circum- 
stances, with the world economy at an inflection point, there are in 
principle many sources of risk. On growth, the global risks discussed 
above, including those with respect to global imbalances and possible 
policy responses, are probably the key ones for China. In this connection, 
a lack of success in rebalancing China's growth pattem would be among 
the more serious medium-term risks, for China and the world economy, 
Upside risks with respect to inflation could arise from further shocks af- 
fecting raw commodity prices or from sustained high wage increases driv- 
ing up core inflation. 


Economic policies 

China’s favorable growth outlook warrants further normalization of 
the macroeconomic stance. After the large stimulus, the key macroeconomic 
concerns remain asset price increases, strained local goverment finances, and 
non-performing loans. While the inflation outlook does not seem worrisome, 
the upward risks call for vigilance and managing inflation expectations. Not- 
withstanding the slack and unemployment in many HICs, China's economy 
is operating close to full capacity and the growth outlook is favorable. Thus, 
further consolidation of the overall macroeconomic stance is needed to contain 
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Figure 11. Some appreciation against the US 
dollar, although not in effective terms 
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these risks. 

‘Two-way risks to growth make it important to be able to respond 
flexibly to changes in circumstances, This can be done by ensuring flexibility 
in the design and implementation of policymaking. Over time, changes to the 
monetary and exchange rate regime to increase the leeway to Use monetary 
policy to pursue domestic objectives, would help to deal with the divergence 
in the cyclical position vis a vis the United States and financial capital inflows 
amidst ample international liquidity, 

‘The preparations for the 12th Five-Year Plan (2011-15) call for focus 
on structural issues and reforms. After the Fifth Session of the 17th Com- 
munist Party of China Central Committee (CPCCC) in mid-October, the CP- 
CCC issued its proposal on formulating the 12th Five-Year Plan. This sets out 
the broad direction for policy making in the coming years. The major targets 
proposed include stable and relatively fast economic growth, major economic 
restructuring, raising people’s income relatively fast, and deepening reform 
and opening up. The principles, targets, and tasks and strategic priorities are 
broadly in line with the overall challenges and objectives we discussed in our 
March 2010 China Quarterly (pp19-22) (Box 2). 

‘The Plan itself should have more specifics on the planned policy re- 
forms and associated quantitative targets, In the June 2010 Quarterly we 
looked at the key role of the public finances and the crucial need for reform of 
the intergovernmental fiscal system, and fiscal reforms are likely to be intro- 
duced, Below we discuss two important policy areas in more detail: private 
sector development and energy, 

Key among the objectives is changing the growth pattern. This adjust- 
ment—toward more services and consumption, away from the emphasis on 
industry and investment —is in order to address China's social, environmental 
and external imbalances, It was already a key objective of the 11th Five-Year 
Plan. Progress has been made in several specific areas. However, there has 
ited progress with the overall rebalancing, On the expenditure side, 

s has so far substantially lagged investment (Figure 13). On the 
production side, the tertiary sector has broadly kept pace with the secondary 
(largely industrial) sector but not grown faster, in real terms (Figure 14). 

‘The need to transform the economic growth pattern may be stronger 
now than five years ago. This is in part because the extemal dimension has 
‘become more, pronounced. Prospects for exports are less good naw. Moreover, 
China's economy, its role in the world economy, and its extemal surplus are 
now substantially larger than five years ago. On current trends and policies, the 
‘current account surplus is rising again. Some have suggested that “endogenous” 
rebalancing may occur: Surplus labor is drying up and, thus, wage increases will 
bbe substantially higher in the years ahead, automatically driving up the share of 
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Figure 12. The external surplus is 
likely to rise again 
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Box 2. The Key Challenges and Objectives 
During the 12th Five-Year Plan” 


‘Two overall challenges: 

‘© Achieving sustained rapid growth and development; and 

‘@ Improving the quality of growth, making growth more peo- 
ple oriented, improving the quality of life; reducing environmental 
degradation; containing energy demand; and reducing the external 
imbalance. 

Fiye main objectives: 

Changing the economic growth pattem; more focus on ser- 
vices and consumption and less on industry and investment; 

‘© Boosting efficiency, notably by innovation and upgrading 
and increasing the role of the private sector; 

© Pursuing sustainable spatial transformation, by successful 
urbanization and regional development; 

‘@ Changing the role of the state in the economy, with less 
direct control when markets function well and more involvement 
jin areas such as health and education where markets often do not 
function well; and 

Taking account of China's changing interaction with the rest 
of the world, 

11 Fora discussion, see our March 2010 Quarterly Update (pp. 19-22), 
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\wages and household income and thus raising the share of consumption and re- 
ducing the external surplus. However, in our view, the drying up of surplus labor 
isa slow process with still along way to go. In any case, there are still various 
distortions in China's policy setting that need to be addressed, including in the 
prices of capital, labor and resources, as well as access to markets and finance. 
Removing the distortions is a key par of the required policy adjustment, Thus, 
in our view rebalancing to more domestic demand led, service sector oriented 
growth is unlikely without significant policy adjustment and itis appropriate to 
have it as a major objective of the 12th Five-Year Plan. 


Fiscal and monetary policy 


China’s headline fiscal position remains sound, which helps to 
provide policy space. Despite the massive fiscal expansion, the head- 
line fiscal deficit reached only 2.8 percent of GDP in 2009, as much of 
the expansion was financed by bank lending. In the first three quarters 
of this year, headline expenditure rose 20.6 percent, with fairly even 
growth of spending across different categories. Revenues increased 22.4 
percent in this period, with indirect taxes rising faster than direct taxes. 


Figure 13. Evolution of the economic 
structure—the expenditure side 
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Figure 14. Evolution of the economic 
structure—the production side 
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These trends suggest a further reduction in the headline fiscal deficit, 
although such trends may not necessarily be a good predictor of the 
whole-year balance.” China's official government debt was a modest 
17.5 percent of GDP at end 2009. 

Quasi fiscal spending is being contained, after the surge that has 
reduced the overall macro policy space. A significant share of the surge 
in lending to local government investment platforms (LCIPs) since end 
2008 may go bad, Afier an investigation, the China Banking Regulatory 
Commission estimated in July that of the 7.7 trillion yuan in lending to 
LGIPs, about 1.54 trillion yuan, or around 20 percent, faces default risk. 
Given China's solid macroeconomic and fiscal position, and the reported 
capital cushion of most banks, the local finance problems are unlikely to 
cause systemic stress fiscally or for the banking sector. Nonetheless, the 
flow of new lending to the platforms during the stimulus was unsustainable 
and, overall, China now has less macro policy space than in 2008. The 
measures taken by the government earlier this year to stem the flow seem 
to have achieved results. Medium and long term lending to infrastructure — 
\Which overlaps with lending to LGIPs—declined from 111.2 billion yuan 
(up 19 percent on a year ago) in the first quarter of 2010 to 607.5 billion 
yuan (down 40 percent on a year ago) in the second quarter (Figure 15). It 
is important to keep this flow contained and reinforce prudential regulation 
with regard to this type of lending. It would also be very useful to improve 
its transparency, 

‘The overall monetary stance needs to be normalized to contain the 
associated risks. In addition to strained local finances, the most important 
macroeconomic risks are NPLs and prices of housing, equity, and possibly 
other assets. Moreover, while the inflation outlook does not seem worrisome, 
the risks to inflation call for vigilance, managing inflation expectations, and 
monetary policy leeway, With the economy operating close to full capacity 
overall «ind the growth outlook robust, further consolidation of the monetary 
stance is needed. 

‘The authorities are broadly on track to meet the 2010 monetary tar- 
gets and have started to normalize interest rates. Mainstream credit growth 
decelerated from 33.8 percent in end 2009 to 18.5 percent in September (yoy) 
and the 2010 target for new lending of 7.5 trillion yuan is broadly in reach. 
Meeting that target should help manage inflation expectations. However, the 
case for relying more on interest rates in conducting monetary policy is strong. 
Off balance sheet credit-type products have grown rapidly recently, in part be- 
‘cause of ample liquidity and low interest rates. Reining in such financial activ- 
ity, and more generally tightening overall monetary conditions, requires higher 
interest rates as well as containing liquidity in the financial system, In mid 
October the People’s Bank of China (PBC) raised benchmark one-year lend- 
ing and deposit rates by 25 basis points (Figure 16). The PBC raised longer~ 
term deposits rates by a higher margin, in part to make deposits more attractive 
relative to alternatives (Figure 17). Longer-term lending rates were raised by a 
smaller margin, Further normalization of interest rates is needed, as lending tind 
deposit rates are still low relative to historical levels and the buoyancy of the 
economy. 

Pressure from international capital flows may challenge the con- 
duct of monetary policy, but these challenges should be more man- 
ageable in China than in some other countries. The abundant liquidity 
internationally created by loose monetary policy amidst weak growth in 
developed countries is likely to be attracted by the strong growth in this 
region, notably China. Such flows will add to the upward pressure on the 
RMB. However, in China such flows may be less of a problem than is some- 
times thought and they should not be a reason not (o raise interest rates. The 
amount of net financial inflows is still quite modest, compared to other flows 
and domestic credit creation because China’s controls on unwanted financial 
inflows have been rather effective. More than 100 percent of the increase in 
foreign reserves in 2006-09 was driven by the current account surplus and 
net FDI while in 2009, the first year with positive net financial inflows since 
2004, such net inflows were equivalent to around 4 percent of domestic 
credit creation, 

‘Measures can be taken to further shore up protection against un- 
wanted capital flows. In current circumstances it makes sense to continue to 
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effectively apply the controls on financial capital flows and also to consider 
tightening regulation. Earlier this year, the State Administration of Foreign 
Exchange (SAFE) tightened regulations on overseas lending and borrowing 
via domestic banks and both SAFE and the PBC announced they would more 
strictly monitor capital flows. There would likely be more room for further 
lightening of micro and macro prudential regulation. In addition, more ex- 
change rate flexibility may help in deterring capital inflows, although the recent 
experience in other large emerging markets shows that flexible exchange rates, 
by themselves may not deter such inflows sufficiently, With regard to the level 
of the exchange rate, a stronger currency belps reducing inflation pressures by 
lowering the price of imports and toning down demand. It also helps rebalanc- 
ing China’s pattern of growth toward more services and consumption and less 
industry and investment. 


Private Sector Development 

The private sector will remain critical for achieving China’s de- 
velopment objectives over the 12th Five-Year Plan period and beyond. 
Private sector firms are more productive than SOEs and are crucial for job 
creation." Expanding the role of the private sector has been part of China's 
reform strategy. However, there is a feeling among many that in recent years 
the policy stance has favored SOEs over the private sector (see Box in our June 
2010 Quarterly Update), At any rate, there is wide that a vibrant pri- 
vate sector is key for raising productivity and for China’s further development 
and growth. 

In order to boost the strength of the private sector, in the next five years, 
‘China could address the following three challenges: 

First, opening up to private enterprises sectors so far dominated 
by state-owned firms. In 2005, the government expounded the principle 
of allowing private firms to enter some industries previously reserved for 
SOEs and called for the equal treatment of SOEs and private companies. In 
practice, the principle proved hard to implement and progress was limited. 
Earlier this year, the government issued guidelines that reiterated the desire 
to stimulate the private sector and remove entry barriers to private invest- 
ment.” The objective is to encourage private investment in sectors such as 
infrastructure, utilities, financial services, logistics, and defense. Specific 
‘measures are still pending. 

In this connection, the government could usefully clarify the role 
it envisages SOEs to play in China's economy. Without a clear, specific 
policy framework and support, such guidelines may not be very effective, 
since traditional habits among local governments, enterprises, and banks 
are sometimes hard to change. Moreover, the guidelines seem to conflict 
with other explicit principles emphasizing the need for a song role for 
SOEs, as codified in a list of “strategic” and “basic or pillar” industries 
where state-owned companies are meant to play a key role, The current 


Figure 16. Interest rates remain low 
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Figure 17. Interest rates vary with maturity 
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list of “basic and pillar” sectors in industry includes machinery, autos, IT, 
construction, steel, base metals, and chemicals. If the aim is to stimulate the 
private sector, it would be useful to reconsider the composition of this list. 
In addition, there is ample room to open several services sectors to private 
sector participation. 

Second, continuing to address investment climate constraints. During 
the Lith Five-Year Plan, the overall investment climate for the private sector 
has improved, notably through the reforms of the regulatory environment to 
encourage new entry. However, some remaining institutional and policy con- 
straints that hamper the development of the non-public sector could be tackled 
during the 12th Five-Year Plan. These include: 

‘® Making access to finance more equal and developing capital 
markets, Despite improvements in the capital market, especially the es- 
tablishment of the Small and Medium-sized Enterprise (SME) Board and 
the New Ventures Board, many private firms still have difficulties access~ 
ing bank loans and the capital market. This is particularly so for micro, 
‘small and medium-sized enterprises (MSMEs) in the central and western 
regions, where the relevant financial markets and products are relatively 
underdeveloped. Thus, an important task during the 12th Five-Year Plan is 
to strengthen financial services to MSMEs, especially those in the interior 
regions, 

‘© Adjusting the role of the government and reducing “red tape.” Local 
‘governments often maintain tight control of economic development, including, 
selecting industries and planning industrial transfer. As part of the process to 
change the role of the state, the government— including at the local level— 
could increasingly withdraw from direct intervention in the economy. In this 
‘way red tape could also be reduced. 

© Reducing further regulatory barriers to entry. Despite the encour- 
agement of private sector development, many sectors still have unnecessarily 
high barriers, These include unduly high levels for required registered capital 
and fixed assets, 

‘Third, supporting the research and development (R&D) and inno- 
vation capacity of the private sector. During the Ith Five-Year Plan pe- 
tiod, the overall innovation climate for China’s private sector has improved 
and some very innovative private firms have emerged. However, most R&D. 
in China is still conducted by large and medium-sized SOES, with private 
firms, particularly small ones, playing a small role. The government can 
further strengthen the private sector's innovation capacity through: (i) better 
protection of intellectual property rights; (i 
private sector workers; (iii " 
sector and knowledge institutions, and (iv) providing supportive services. 
Reducing energy intensity—challenges and policies 

China will get close to meeting the energy intensity (EI) target of the 
1th Five-Year Plan. The plan included a target to reduce the amount of ener- 
gy per unit of real GDP by 20 percent between 2005 and 2010. Using the most 
recent energy consumption and GDP data, EI was reduced by 15.6 percent in 
2005-9, Given developments so far in 2010, it will be difficult to meet the 20 
percent target exactly, barring further data revisions. Nonetheless, China will 
‘get close, thus decidedly reversing an earlier upward trend in energy intensity 
(Figure 18). Moreover, the adoption of a binding target has clearly established 
energy conservation as a top priority at all levels. 

‘More generally, China has made impressive achievements in energy 
conservation and renewable energy during the 11th Five-Year Plan peri- 
od. Several reforms have taken place, including in pricing and taxation. Many 
inefficient coal-fired power plants and energy-intensive factories have been 
closed. Since the Renewable Energy Law of 2006, wind power capacity has 
been doubling every year and China has transformed itself into a world leader 
in renewable energy." These developments have shifted the economy towards 
‘4 more sustainable energy path. 

Looking forward, China will continue to face (local and global) envi- 
ronmental sustainability challenges to meet the energy needs arising from 
rapid economic development. China's energy use per unit of GDP in 2009 
Was around 3.6 times as large as in the United States and 7.3 times as high as 
in Japan if GDP is measured at market exchange rates (Figure 19). If GDP is 
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‘measured at PPP, China's energy intensity in 2009 was around 1.5 times as high 
as the US, level. 

Specifically, China’s energy needs will be shaped by its response to 
three overarching challenges. These are: (i) maintaining rapid economic 
growth while rebalancing the country’s economic structure and moving 
towards a less energy- and carbon-intensive economy; (ii) achieving rapid 
urbanization while shifting toward less energy- and carbon-intensive cities; and 
Gii) improving the quality of life while shifting to a less energy-intensive and 
‘more sustainable lifestyle. Itis essential to meet these challenges to avoid being 
locked into a highly energy-intensive structure and to contribute to a sustain- 
able energy development path both locally and globally. 

In addition to economy-wide reforms to promote rebalancing, meeting 
these challenges will require actions in four key dimensions of the energy 
‘sector, 

First, continuing energy pricing reforms. Passing the full economic 
cost of energy supply to consumers and gradually internalizing environ- 
‘mental costs in energy prices can help increasing energy efficiency, discour- 
age energy waste, and encourage clean fuels. The pricing of coal and oil 
products now reflects developments in international oil prices in a relatively 
transparent way, However, fuel prices in particular are still low. The strong 
international evidence on the link between prices and energy intensity 
shows China can reduce the energy intensity by raising energy prices fur- 
ther, Pricing reforms are also still needed for natural gas and electric power, 
building on the welcome recent electricity pricing reform for residential 
electricity tariffs, Furthermore, introducing meters in district heating would 
help since the current tariffs are set based on the amount of floor area, which 
weakens incentives to conserve energy. Prices should also increasingly take 
account of environmental exterhalities. To that end, local (and even global) 
environmental costs can be incorporated in energy pricing through an ad- 
ditional fossil fuel tax and/or a carbon tax. 

Second, complementing administrative measures with market-based 
mechanisms to further reduce energy intensity. Sustaining the reduction 
of energy intensity achieved under the 11th Five-Year Plan will require: (i) 
increasing the use of market-based mechanisms and financial incentives while 
strengthening the implementation of administrative measures; (ii) continued 
structural reforms towards a less energy-intensive economy while pursuing 
technical and managerial energy conservation measures; and (ii) strengthen 
ing energy conservation in urban buildings and transport while consolidating 
efforts on large state-owned enterprises and expanding to other enterprises, En- 
hanced market based mechanisms, such as piloting energy saving certificates 
trading, developing market-based financing mechanisms, and scaling up the 
energy efficiency service industry, can also motivate enterprises to implement 
energy efficiency measures and allow government agencies to play a more 
indirect supervision role, To this end, the energy intensity reduction target for 
the 12th Five-Year Plan could be made more customized than the current one 


Figure 18. The energy intensity is being reduced 
8, ACRE Te 


2000=100 z0008=100 


ae Energy consumptions per unitof GOP 08 
SCOPE AE 


o7 


08 
0s 
04 


1980 2002 


Sune CEIC, Word Haak saesimas, BMGT, CHICKEN, ERIRETIEAMIHtt, 


1998 


BENING REVIEW NO.47 NOVEMBER 25, 2010 


DOCUMENTS / X fF 


DG TR- HOARE, PERRI LT IvERE 
RINSE. Se EL ie FFI MT SATE 
IRE. 

PW URE AE RS FA eI ATE EGR 
IME, HEREUNTO Is ANE ET RAEN VEN. 
WRT EGDP HEATHER, 200946 rh ANIM iCGDP HERE 
PRN. OF, HA AHI7.3H(EI9), SURRY 
THRGDP, PEM AGDPRER eI Ste, 

SARL, PANNELL FS HERE E ED 
ARABIA. SSAA, (RSTO, anh 
MESHES, DIRS ATRE RE ME nme, (2) IT 
HiT, PINAR GR TTR SR EAR ME, (3)ac ate aR 
ER, UNSURE A TREK, BES 
FREMANTLE Mh ME ATE T 
SARE MEA: ALINE, BRAMAN Lik = 77 HEAR, 

ERT REATARD 
Pe LRA AE MEM TIP SBE HT RI Ha, 

TAFE, MUTT HEMT HSC. HETERO NY BE 
The RAGE TA HEA I A A LE IME 
FW FAR ATE, MRD HETLITE IR. HEME DTI EMMA As 7 
FOUL. BU CEAR AI ii Sh 9 PAA A 
TRAIT. PTT, ARH RR. LEU 
RARE ANE ME ZOLA AR, CAL A TL, 
SLL — SG MEAN TH AIRE, EMR UL A 
MEE Fh i Fl 0 OP eM A A 
HORNE, FTLAN Peat —Seae MCI A. HEI, TEGAN IT 
ii. FLANNEL A pT REN, WOT Ra 
HME REAR, ATLA CE Mr RM ADH se REE Re He MG 
TN. HEME TS HE. BOTT, AT 
SMa 9 HBA / RG AES AR 
SSA LAINE 

Sek, MNT EBLE T RUE T ANTE WLU 2b I 
PEMENE. SRE “4” JUIMASHERERMR MIO, RTE 
(UAERRAC ATE DCMS INE, ME TT ATA CULL A 5 
HORTaD, (2)SIRSIUR ATER HSRC, ARUN Y MEM RENE A ANE 
SE th TaN Le LHR HT YE C3) MERLE AC 
BATA MAT HELIN ROS TIE, Ana 
SPELT HH. PTHTIBICUUINMWE, Ant ABLE 
PB WU, TR TTA AAR MERLIN, a AHEAD AR 


Figure 19. The energy intensity is still high 
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(which called for a simitar reduction for all parts of the economy). This target 
can be complemented by a range of investments in human capacity, strengthen- 
ing incentives, financial innovation, transparent supervision, data collection, 
reporting and verification methods. 

Third, reducing cost and improving of renewable en- 
ergy. Currently, power consumers pay an average of about 0.4 fen/kwh for the 
higher costs of renewable energy. With the rising share of renewable energy in 
the power mix, in the absence of a government subsidy, a continued increase in 
the surcharge for renewable energy may create financial burdens on consum- 
es. In-addition, a large share of wind power cannot get onto the grids, biomass 
development has run into fuel supply issues, and solar PV is still costly. Sus- 
tainable growth of China's renewable energy industry would need to focus 
more on driving down costs while promoting high efficiency and high quality. 
To address some of these issues, the government has already revised the Re- 
newable Energy Law. Further reforms during the 12th Five-Year Plan period 
could include: (i) improving renewable energy planning, allocation of manda- 
tory quota, and piloting renewable energy certificate trading; (i) strengthening 
feed-in tariff schemes; (ii) resolving the grid integration bottleneck to wind 
and solar development; (iv) developing policies for distributed generation and 
integrating renewable energy into power sector reform; (v) accelerating hy- 
dropower development; and (vi) improving the performance and reducing the 
costs for wind and solar PV. 

Fourth, accelerating development and diffusion of new energy tech- 
nologies. Deploying advanced technologies on a large scale requires acceler- 
ated and enhanced research, development, and demonstration, coupled with an 
adequate carbon price, The clean technology revolution offers an opportunity 
for China to leapfrog to the next generation of new technologies, such as 
Integrated Gasification Combined Cycle (IGCC), carbon capture and storage 
(CCS), electric vehicles, energy storage, distributed generation, and smart 
grids. Coupling a technology push (e.g. increasing R&D) with demand pull 
(eg. increasing economies of scale) is critical to drive substantial cost reduc- 
tions of advanced technologies. This also provides an opportunity for China to 
create local manufacturing industries and drive down costs to becoming global 
technology leaders. China already has three of the top ten global solar manu- 
fiucturers andl its wind manufacturing industry is also on its way to become a 
global leader. The largest barrier is the high incremental costs between these 
technologies and conventional options. . 


Notes: 
1 The household survey data from the urban and cual surveys is weighed up to obtain an economy 
wide estimate 


{21 "The input outpot tables suggest only slightly higher increase in ULC for the whole economy during 

the rent decade, suhereas the flow of funds data suggests a 20-percent increase. 

[91°*The Cost Competition of tht Manufacturing Sector in China and India, an Industry and Regional 
erspectives" the Conference Board and Growth and Development Center of the Univensty of 
Groningen, January 2009, 


141 "These large wage increases reflected a strong rebound inthe labor market after an eater downturn 


{ast year When wage growth slowed. Looked at over a wo-year horizon, wage growth is not far" 


from tise norms. 

{5} Seasonal pattems suggest export volumes andthe fade surplus tend to be sbstanaly higher in 
‘he fourth quarter Our forecast for 2010 simply assumes that, in seasonally adjusted ers, export 
Noles deine | percent per month in the fourth quake and import volumes ise | percent per 
‘month on this basis, On prices, we project a deterioration in the TOT of 4 percent in the second half, 
‘sompired to 15 percent the fst hal, a commodity price increases have sawed while export 
prices have recovered somewhat 

16] In Jamuary-September 2010, te surplus was 23 percent of GDP. But the average surplus in the 
fist 9 months was 3.4 percent of GIP in 2007.08, hile the wholeyear balance raged from #5 
percent of GDP in 2007 to-2% percent of GDP in 2009, 

(7) This isthe ist austen to iteret aes since December 208, when they weet et as pt ofthe 
stimulus package. 

[8] OECD Ezonomie Survey: Chins 2010. 

191 Several Opinions on Encouraging and Cus the Heathy Development of Privat Investment 

{001 The government anounced that in the Gist half of 2010, the EI rose by 0.9 percent compared 1 
|4 year ago. Achieving the 52 percent reduction in 2010 that is necessary to meet the 20 percent 
ofthe 11th Five-Year Plan would require 10 percent eduction in the second half compared toa 
year ago. 

{11} 492009, China aed 14.000 mw of nese wind power generation capaci, the lage increase in 
the world, Tl istaled capacity is expected to reac 30.000 mm in 2010, second othe Ute 
Sites 
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